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THE WENDY'S COMPANY 


Dear Fellow Stockholders, 
I hope this letter finds you well. 


2021 was a breakthrough year, as evidenced by the significant growth across our business. We made great progress against 
our strategic growth pillars and advanced our vision of establishing Wendy’s® as the world’s most thriving and beloved 
restaurant brand. Our success in 2021 is a testament to the commitment and partnerships of our restaurant team 
members, support center employees, franchisees, and suppliers across the world. Not only did our people collaborate to 
continue achieving significant growth, but we also showed care for each other and those in our communities. 


ACCELERATING GROWTH 


I am incredibly proud of the consistent growth we've shown year after year. In 2021, we delivered our 11th consecutive 
year of positive global same-restaurant sales growth, driven in large part by our breakfast business and global digital 
acceleration. Overall U.S. breakfast sales grew by approximately 25% compared to the prior year, while overall U.S. digital 
sales grew by nearly 75%. We also opened more than 200 new restaurants across the globe in 2021, despite a challenging 
supply chain environment, and we expect a meaningful step change in new restaurant growth in the years ahead. 


We remain committed to our three strategic growth pillars: 1) significantly building our breakfast daypart, 2) accelerating 
our digital business, and 3) expanding our footprint across the globe, all of which are built on our foundation of Fast Food 
Done Right, Operational Excellence and Good Done Right. Underpinning all of this is our continued focus on a strong 
restaurant economic model, which drives returns for the Company, our franchisees, and our stockholders. 


STRENGTHENING THE WENDY'S SYSTEM 


In the United States, we successfully launched our breakfast daypart in 2020 and we grew this business meaningfully in 
2021, reaching approximately 8% of U.S. sales in just over a year and a half. Through partnerships and promotions like the 
Official Breakfast of March Madness, freebies during Friday the 13th, or a $1 biscuit, we continue to see high customer 
satisfaction and repeat at breakfast, showcasing that our trial-driving programs are paying off. We are also excited to 
launch breakfast in Canada in 2022, which will take the percentage of restaurants across the Wendy's System serving 
breakfast to more than 95%. 


Our team continues to innovate on the digital side of the business across the globe, with our digital sales mix reaching 
approximately 10% of sales. We continue to find new ways to provide seamless, efficient experiences to bring more Wendy's 
to more people in ways that are convenient to them. During 2021, we entered into a multi-year strategic partnership with 
Google, which we expect to drive innovation in our digital business through personalized interactions with customers and 
enhance customer and crew restaurant experiences through data-driven insights. We also saw great success with our 
Wendy's Rewards™ loyalty program in 2021, growing total members by approximately 75% to almost $21 million and 
growing monthly active users by approximately 25%. 


We remain committed to significantly increasing our global footprint and I'm proud to say that we've grown our footprint 
each of the last six years. From our successful entry into the United Kingdom, to celebrating our 400th Canadian restaurant 
opening, opening our 1,000th international restaurant, and increased momentum in opening delivery kitchens around the 
world, we made incredible progress against our development targets in 2021. With a strong team, increased demand for 
Wendy's around the globe, and a significant portion of our planned future openings locked in under development 
agreements, I am confident that we will reach our goal of 8,500 to 9,000 global restaurants by the end of 2025. 


GOOD DONE RIGHT 


Equally important are our ongoing Corporate Social Responsibility (CSR) efforts, which we call Good Done Right. Last 
spring, we shared new goals in the areas of Food, People and Footprint: 


* Food: Responsibly source our top 10 priority food categories by 2030. 
+ People: Increase the representation of underrepresented populations among Company leadership and management, 
as well as the diversity of Wendy's franchisees. 
* Footprint: 
- Sustainably source 100% of our customer-facing packaging by 2026. 
- Benchmark, track and reduce our Scope 1, Scope 2 and Scope 3 greenhouse gas emissions and set a science-based 
target by the end of 2023. 


Alongside those goals, we also reported on our CSR efforts based on established Environment, Social and Governance 
(ESG) reporting frameworks, making it easier for stockholders to view and track our progress. 


Achieving our Good Done Right goals is a team effort, and everyone in the Wendy's family, including our employees, 
franchisees, and suppliers, have a key role in making progress towards our goals. We will share additional updates on our 
ESG journey later this spring as part of our 2021 Corporate Responsibility Report. 


LOOKING AHEAD 


My senior leadership team and I are incredibly proud of the performance and accomplishments of the Wendy's System in 
2021. I'm thankful to all members of the Wendy's family for their efforts in helping execute on our three strategic growth 
pillars, while embodying our Good Done Right approach to drive positive change in our communities. As we look to the 
future, I'm confident that we will continue to make meaningful progress towards achieving our vision of becoming the 
world's most thriving and beloved restaurant brand. 


I can't wait to see what we accomplish together in 2022. 


Sincerely, 


TODD A. PENEGOR 
President and Chief Executive Officer 
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PART | 
Explanatory Note 


The Wendy’s Company (“The Wendy’s Company”) is the parent company of its 100% owned subsidiary 
holding company, Wendy’s Restaurants, LLC (“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company 
of Wendy’s International, LLC (formerly known as Wendy’s International, Inc.). Wendy’s International, LLC is the 
indirect parent company of (1) Quality Is Our Recipe, LLC (“Quality”), which is the owner and franchisor of the 
Wendy’s® restaurant system in the United States and all international jurisdictions except for Canada, and 
(2) Wendy’s Restaurants of Canada Inc., which is the owner and franchisor of the Wendy’s restaurant system in 
Canada. As used in this report, unless the context requires otherwise, the term “Company” refers to The Wendy’s 
Company and its direct and indirect subsidiaries, and “Wendy’s” refers to Quality when the context relates to the 
ownership or franchising of the Wendy’s restaurant system and to Wendy’s International, LLC when the context 
refers to the Wendy’s brand. References in this Annual Report on Form 10-K (the “Form 10-K”) to restaurants that 
we “own” or that are “Company-operated” include owned and leased restaurants. 


Special Note Regarding Forward-Looking Statements and Projections 


This Annual Report on Form 10-K and oral statements made from time to time by representatives of the 
Company may contain or incorporate by reference certain statements that are “forward-looking statements” within 
the meaning of the Private Securities Litigation Reform Act of 1995 (the “Reform Act”). Generally, forward-looking 
statements include the words “may,” “believes,” “plans,” “expects,” “anticipates,” “intends,” “estimate,” “goal,” 
“upcoming,” “outlook,” “guidance” or the negation thereof, or similar expressions. In addition, all statements that 
address future operating, financial or business performance, strategies or initiatives, future efficiencies or savings, 
anticipated costs or charges, future capitalization, anticipated impacts of recent or pending investments or transactions 
and statements expressing general views about future results or brand health are forward-looking statements within 
the meaning of the Reform Act. Forward-looking statements are based on our expectations at the time such 
statements are made, speak only as of the dates they are made and are susceptible to a number of risks, uncertainties 
and other factors. For all of our forward-looking statements, we claim the protection of the safe harbor for forward- 
looking statements contained in the Reform Act. Our actual results, performance and achievements may differ 
materially from any future results, performance or achievements expressed or implied by our forward-looking 
statements. Many important factors could affect our future results and cause those results to differ materially from 
those expressed in or implied by our forward-looking statements. Such factors include, but are not limited to, the 
following: 


¢ the disruption to our business from the novel coronavirus (COVID-19) pandemic and the impact of the 
pandemic on our results of operations, financial condition and prospects; 


¢ the impact of competition or poor customer experiences at Wendy’s restaurants; 


¢ adverse economic conditions or disruptions, including in regions with a high concentration of Wendy's 
restaurants; 


¢ changes in discretionary consumer spending and consumer tastes and preferences; 

* impacts to our corporate reputation or the value and perception of our brand; 

¢ the effectiveness of our marketing and advertising programs and new product development; 
* our ability to manage the accelerated impact of social media; 

* our ability to protect our intellectual property; 

¢ food safety events or health concerns involving our products; 


* our ability to achieve our growth strategy through new restaurant development and our Image Activation 
program; 


* our ability to effectively manage the acquisition and disposition of restaurants or successfully implement 
other strategic initiatives; 


¢ risks associated with leasing and owning significant amounts of real estate, including environmental matters; 


* our ability to achieve and maintain market share in the breakfast daypart; 


¢ risks associated with our international operations, including our ability to execute our international growth 
strategy; 


¢ changes in commodity and other operating costs; 


e shortages or interruptions in the supply or distribution of our products and other risks associated with our 
independent supply chain purchasing co-op; 


¢ the impact of increased labor costs or labor shortages; 
¢ the continued succession and retention of key personnel and the effectiveness of our leadership structure; 


¢ risks associated with our digital commerce strategy, platforms and technologies, including our ability to adapt 
to changes in industry trends and consumer preferences; 


* our dependence on computer systems and information technology, including risks associated with the failure, 
misuse, interruption or breach of our systems or technology or other cyber incidents or deficiencies; 


¢ risks associated with our securitized financing facility and other debt agreements, including compliance with 
operational and financial covenants, restrictions on our ability to raise additional capital, the impact of our 
overall debt levels and our ability to generate sufficient cash flow to meet our debt service obligations and 
operate our business; 


e risks associated with our capital allocation policy, including the amount and timing of equity and debt 
repurchases and dividend payments; 


¢ risks associated with complaints and litigation, compliance with legal and regulatory requirements and an 
increased focus on environmental, social and governance issues; 


e¢ risks associated with the availability and cost of insurance, changes in accounting standards, the recognition 
of impairment or other charges, the impact of realignment and reorganization initiatives, changes in tax rates 
or tax laws and fluctuations in foreign currency exchange rates; 


* conditions beyond our control, such as adverse weather conditions, natural disasters, hostilities, social unrest, 
health epidemics or pandemics or other catastrophic events; 


* our evaluation of a potential debt raise transaction, including the size and timing of, and expected use of 
proceeds from, any such transaction; and 


¢ other risks and uncertainties referred to in this Annual Report on Form 10-K (see especially “Item 1A. Risk 
Factors” and “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations”) and in our other current and periodic filings with the Securities and Exchange Commission. 


In addition to the factors described above, there are risks associated with our predominantly franchised. business 
model that could impact our results, performance and achievements. Such risks include our ability to identify, attract 
and retain experienced and qualified franchisees, our ability to effectively manage the transfer of restaurants between 
and among franchisees, the business and financial health of franchisees, the ability of franchisees to meet their royalty, 
advertising, development, reimaging and other commitments, participation by franchisees in brand strategies and the 
fact that franchisees are independent third parties that own, operate and are responsible for overseeing the operations 
of their restaurants. Our predominantly franchised business model may also impact the ability of the Wendy’s system 
to effectively respond and adapt to market changes. Many of these risks have been or in the future may be heightened 
due to the business disruption and impact from the COVID-19 pandemic. 


All future written and oral forward-looking statements attributable to us or any person acting on our behalf are 
expressly qualified in their entirety by the cautionary statements contained or referred to above. New risks and 
uncertainties arise from time to time, and factors that we currently deem immaterial may become material, and it is 
impossible for us to predict these events or how they may affect us. We assume no obligation to update any forward- 
looking statements after the date of this Annual Report on Form 10-K as a result of new information, future events or 
developments, except as required by federal securities laws, although we may do so from time to time. We do not 
endorse any projections regarding future performance that may be made by third parties. 


Item 1. Business. 
Company Overview 


Wendy’s is primarily engaged in the business of operating, developing and franchising a system of distinctive 
quick-service restaurants serving high quality food. Wendy’s opened its first restaurant in Columbus, Ohio in 1969. 
Today, Wendy’s is the second largest quick-service restaurant company in the hamburger sandwich segment in the 
United States (the “U.S.”) based on traffic share, and the third largest globally with 6,949 restaurants in the United 
States and 31 foreign countries and U.S. territories as of January 2, 2022. 


At January 2, 2022, there were 5,938 Wendy’s restaurants in operation in the United States. Of these 
restaurants, 403 were operated by the Company and 5,535 were operated by a total of 228 franchisees. In addition, at 
January 2, 2022, there were 1,011 Wendy’s restaurants in operation in 31 foreign countries and U.S. territories. Of 
the international restaurants, 1,006 were operated by franchisees and five were operated by the Company in the 


United Kingdom (the “U.K.”). 


The Company’s principal executive offices are located at One Dave Thomas Blvd., Dublin, Ohio 43017, and 
its telephone number is (614) 764-3100. 


Corporate History 


The Wendy’s Company’s corporate predecessor was incorporated in Ohio in 1929 and was reincorporated in 
Delaware in June 1994. Effective September 29, 2008, in conjunction with the Wendy’s Merger (as defined below), 
the Company’s corporate name was changed from Triarc Companies, Inc. to Wendy’s/Arby’s Group, Inc. (“Wendy’s/ 
Arby’s”). Effective July 5, 2011, in connection with the Company’s sale of Arby’s Restaurant Group, Inc. (“Arby’s”), 
the Company’s corporate name was changed to The Wendy’s Company. 


Merger with Wendy’s 


On September 29, 2008, Triarc Companies, Inc. and Wendy’s International, Inc. completed their merger (the 
“Wendy’s Merger”) in an all-stock transaction in which Wendy’s shareholders received 4.25 shares of Wendy’s/Arby’s 
Class A common stock for each Wendy’s common share owned. In the Wendy’s Merger, approximately 377,000,000 
shares of Wendy’s/Arby’s Class A common stock were issued to Wendy’s shareholders. In addition, effective on the 
date of the Wendy’s Merger, Wendy’s/Arby’s Class B common stock was converted into Class A common stock. In 
connection with the May 28, 2009 amendment and restatement of Wendy’s/Arby’s Certificate of Incorporation, 
Wendy’s/Arby’s Class A common stock was redesignated as “Common Stock.” 


Sale of Arby’s 


On July 4, 2011, the Company completed the sale of 100% of the common stock of Arby’s to ARG IH 
Corporation (“ARG”), a wholly-owned subsidiary of ARG Holding Corporation (“ARG Parent”), for $130.0 million 
in cash (subject to customary purchase price adjustments) and 18.5% of the common stock of ARG Parent (through 
which the Company indirectly retained an 18.5% interest in Arby’s). Our 18.5% equity interest was diluted to 12.3% 
on February 5, 2018, when a subsidiary of ARG Parent acquired Buffalo Wild Wings, Inc. As a result, our diluted 
ownership interest included both the Arby’s® and Buffalo Wild Wings® brands under the newly formed combined 
company, Inspire Brands, Inc. (“Inspire Brands”). On August 16, 2018, the Company sold its remaining 12.3% 
ownership interest to Inspire Brands for $450.0 million. (Arby’s is a registered trademark of Arby’s IP Holder, LLC 
and Buffalo Wild Wings is a registered trademark of Buffalo Wild Wings, Inc.) 


Fiscal Year 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 2, 2022” or “2021,” which consisted of 
52 weeks, (2) “the year ended January 3, 2021” or “2020,” which consisted of 53 weeks, and (3) “the year ended 
December 29, 2019” or “2019,” which consisted of 52 weeks. 


Business Strategy 


Wendy’s long-term growth opportunities include investing in accelerated global growth through (1) building 
our breakfast daypart, (2) accelerating our implementation of consumer-facing digital platforms and technologies and 
(3) expanding the Company’s footprint through targeted U.S. restaurant expansion and accelerated international 
restaurant expansion. Wendy’s vision is to become the world’s most thriving and beloved restaurant brand. 


Business Segments 


The Company is comprised of the following segments: (1) Wendy’s U.S., (2) Wendy’s International and 
(3) Global Real Estate & Development. Wendy’s U.S. includes the operation and franchising of Wendy’s restaurants 
in the U.S. and derives its revenues from sales at Company-operated restaurants and royalties, fees and advertising 
fund collections from franchised restaurants. Wendy’s International includes the operation and franchising of 
Wendy’s restaurants in countries and territories other than the U.S. and derives its revenues from sales at Company- 
operated restaurants and royalties, fees and advertising fund collections from franchised restaurants. Global Real 
Estate & Development includes real estate activity for owned sites and sites leased from third parties, which are leased 
and/or subleased to franchisees, and also includes our share of the income of our Canadian restaurant real estate joint 
venture (“TimWen”). In addition, Global Real Estate & Development earns fees from facilitating 
franchisee-to-franchisee restaurant transfers (“Franchise Flips”) and providing other development-related services to 
franchisees. See Management’s Discussion and Analysis of Financial Condition and Results of Operations contained 
in Item 7 herein and Note 26 of the Financial Statements and Supplementary Data contained in Item 8 herein for 
segment financial information. 


The Wendy’s Restaurant System 


The revenues from our restaurant business are derived from two principal sources: (1) sales at Company- 
operated restaurants and (2) franchise-related revenues, including royalties, national advertising funds contributions, 
rents and franchise fees received from Wendy’s franchised restaurants. Company-operated restaurants comprised 
approximately 5% of the total Wendy’s system as of January 2, 2022. 


Restaurant Openings and Closings 


During 2021, Wendy’s opened 12 new Company-operated restaurants and closed eight generally 
underperforming Company-operated restaurants. During 2021, Wendy’s franchisees opened 198 new restaurants and 
closed 81 generally underperforming restaurants. 


The following table sets forth the number of Wendy’s restaurants in operation at the beginning and end of each 
fiscal year from 2019 to 2021: 





oor 20202019 
Restaurants open at beginning of period .................00-. 6,828 6,788 6,711 
Restaurants opened during period ..... 0.0... 0.0.0 cee eee eee 210 147 182 
Restaurants closed during period ...... 0.0.0... 0c cece eee eee (89) (107) = (105) 
Restaurants open at end of period ........... 00.0. cee eee eee 6,949 6,828 6,788 








Restaurant Operations 


Each Wendy’s restaurant offers an extensive menu specializing in hamburger sandwiches and featuring filet of 
chicken breast sandwiches, which are prepared to order with the customer’s choice of toppings and condiments. 
Wendy’s menu also includes chicken nuggets, chili, french fries, baked potatoes, freshly prepared salads, soft drinks, 
Frosty® desserts and kids’ meals. In addition, Wendy’s restaurants sell a variety of promotional products on a limited 
time basis. In March 2020, Wendy’s entered the breakfast daypart across the U.S. system. Wendy’s breakfast menu 
features a variety of breakfast sandwiches, biscuits and croissants, sides such as seasoned potatoes, oatmeal bars and 
seasonal fruit, and a beverage platform that includes hot coffee, cold brew iced coffee and our vanilla and chocolate 
Frosty-ccino iced coffee. 
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Free-standing Wendy’s restaurants generally include a pick-up window in addition to a dining room. In 2019, 
approximately two-thirds of sales at Company-operated restaurants occurred through the pick-up window. In 2020 
and 2021, pick-up window sales represented approximately 83% and 82% of sales at Company-operated restaurants, 
respectively, reflecting the impact of the COVID-19 pandemic and other macroeconomic factors. 


Wendy’s strives to maintain quality and uniformity throughout all restaurants by publishing detailed 
specifications for food products, preparation and service, continual in-service training of employees, restaurant 
operational audits and field visits from Wendy’s supervisors. In the case of franchisees, field visits are made by 
Wendy’s personnel who review operations, including quality, service and cleanliness and make recommendations to 
assist in compliance with Wendy’s specifications. 


Supply Chain, Distribution and Purchasing 


As of January 2, 2022, three independent processors (five total production facilities) supplied all of the beef 
used by Wendy’s restaurants in the United States. In addition, seven independent processors (15 total production 
facilities) supplied all of the chicken used by Wendy’s restaurants in the United States. In addition, there was one 
main in-line distributor of food, packaging and beverage products, excluding breads, that serviced approximately 67% 
of Wendy’s restaurants in the United States and four additional in-line distributors that, in the aggregate, serviced 
approximately 32% of Wendy’s restaurants in the United States. Except as discussed below, Wendy’s and its 
franchisees have not experienced any material shortages of food, equipment, fixtures or other products that are 
necessary to maintain restaurant operations, and Wendy’s anticipates no such shortages of products and believes that 
alternate suppliers and distribution sources are available. During 2020, the COVID-19 pandemic led to interruptions 
in the delivery of certain products to Wendy’s restaurants. For example, we experienced disruptions to our beef supply 
beginning in early May 2020 as beef suppliers across North America faced production challenges. As a result, some 
menu items were occasionally in short supply at some Wendy’s system restaurants. While we and our supply chain 
partners effectively managed through this disruption and the beef supply subsequently returned to normal levels across 
the Wendy’s system, the pandemic has continued to impact our supply chain and there can be no assurances that we 
will not see similar disruptions in the future. Suppliers and distributors to the Wendy’s system must comply with 
United States Department of Agriculture (“USDA”) and United States Food and Drug Administration (“FDA”) 
regulations governing the manufacture, packaging, storage, distribution and sale of all food and packaging products. 


Wendy’s has a purchasing co-op relationship structure with its franchisees that establishes Quality Supply 
Chain Co-op, Inc. (“QSCC”). QSCC manages, for the Wendy’s system in the United States and Canada, contracts 
for the purchase and distribution of food, proprietary paper, operating supplies and equipment under national 
agreements with pricing based upon total system volume. QSCC’s supply chain management facilitates the continuity 
of supply and provides consolidated purchasing efficiencies while monitoring and seeking to minimize possible 
obsolete inventory throughout the Wendy’s supply chain in the United States and Canada. Wendy’s and its 
franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. Such sourcing fees are 
remitted by these vendors to QSCC and are the primary means of funding QSCC’s operations. Should QSCC’s 
sourcing fees exceed its expected needs, QSCC’s board of directors may return some or all of the excess to its members 
in the form of a patronage dividend. 


Wendy’s does not sell food or restaurant supplies to its franchisees. 


Quality Assurance 


Wendy’s quality assurance program is designed to verify that the food products supplied to our restaurants are 
processed in a safe, sanitary environment and in compliance with our food safety and quality standards. Wendy’s 
quality assurance personnel regularly conduct sanitation and production audits for all of our core menu product 
processing facilities, which include beef, chicken, pork, buns, french fries, Frosty® dessert ingredients and produce. 
Animal welfare audits are also conducted at all beef, chicken and pork facilities to confirm compliance with our 
required animal welfare and handling policies and procedures. In addition to our facility audit program, weekly 
samples of beef, chicken and other core menu products from our distribution centers are randomly sampled and 
analyzed by a third-party laboratory to test conformance to our quality specifications. Wendy’s representatives, 
including third-party auditors, regularly conduct evaluations and inspections of all Company-operated and franchised 
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restaurants to test conformance to our sanitation, food safety and operational requirements. Wendy’s has the right to 
terminate franchise agreements if franchisees fail to comply with quality standards. In response to the COVID-19 
pandemic, we adapted and evolved certain of our auditing practices which were traditionally conducted onsite, taking 
advantage of various virtual tools and resources to engage effectively with our suppliers. We also reviewed and 
reinforced our strict policies and procedures related to food safety procedures, personal hygiene standards, 
handwashing requirements and sanitation protocols through frequent communications and retraining. As the 
COVID-19 pandemic continues to evolve, we provide guidance to Company-operated and franchised restaurants to 
be aware of any federal, state/provincial or local laws, regulations, rules or requirements related to the pandemic, 
including face mask, occupancy or vaccination confirmation requirements, to encourage compliance. 


Information Technology 


Wendy’s relies on computer systems and information technology to conduct its business. Wendy’s utilizes both 
commercially available third-party software and proprietary software owned by the Company to run the point-of-sale 
and kitchen delivery functions and certain other consumer-facing and back-office functions in Wendy’s restaurants. 
Wendy’s has invested significant resources to focus on consumer-facing technology, including installing a single 
point-of-sale system for Wendy’s restaurants, activating mobile ordering via Wendy’s mobile apps, launching the 
Wendy’s Rewards loyalty program and establishing delivery arrangements with third-party vendors for Wendy’s U.S. 
and Canadian restaurants. We believe our digital platforms are critical to creating a more seamless user experience, 
providing insights to enhance our relationship with customers and meeting consumer demand for customization, 
speed and convenience. In December 2019, we implemented a plan to realign and reinvest resources in our IT 
organization to strengthen our ability to accelerate growth. We are partnering with a third-party global IT consultant 
on this new structure to leverage their global capabilities and enable a more seamless integration between our digital 
and corporate IT assets. In October 2021, we announced a partnership with a third-party global cloud provider with 
the intention to enhance our restaurant experience and unlock new customer, restaurant and employee experiences 
through data-driven insights. 


Trademarks and Service Marks 


Wendy’s or its subsidiaries have registered certain trademarks and service marks in the United States Patent and 
Trademark Office and in international jurisdictions, some of which include Wendy’s®, Quality Is Our Recipe® and 
the Wendy Cameo design. Wendy’s believes that these and other related marks are of material importance to its 
business. Domestic trademarks and service marks have their next required maintenance filings at various times from 
2022 to 2032 in order to keep such registrations in force, while international trademarks and service marks have 
various durations of ten to 15 years. Wendy’s generally intends to maintain and renew its trademarks and service mark 
registrations in accordance with applicable deadlines. 


Wendy’s entered into an Assignment of Rights Agreement with the Company’s founder, Dave Thomas, and his 
wife dated as of November 5, 2000 (the “Assignment”). Wendy’s had used Mr. Thomas, who was Senior Chairman 
of the Board until his death on January 8, 2002, as a spokesperson and focal point for its products and services for 
many years. With the efforts and attributes of Mr. Thomas, Wendy’s has, through its extensive investment in the 
advertising and promotional use of Mr. Thomas’ name, likeness, image, voice, caricature, endorsement rights and 
photographs (the “Thomas Persona”), made the Thomas Persona well known in the United States and throughout 
North America and a valuable asset for both Wendy’s and Mr. Thomas’ estate. Under the terms of the Assignment, 
Wendy’s acquired the entire right, title, interest and ownership in and to the Thomas Persona, including the sole and 
exclusive right to commercially use the Thomas Persona. 


Research and Development 


New product development is important to the Wendy’s system. The Company believes that the development 
and testing of new and improved products is critical to increasing sales, attracting new customers and differentiating 
the Wendy’s brand from competitors. The Company maintains a state-of-the-art research and development facility 
that includes a sensory lab, analytical labs, culinary kitchens and a Wendy’s test kitchen. The Company employs a 
variety of professionals from the culinary and food science disciplines to bring new and improved products to market. 


Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because our business is moderately seasonal, results for 
any quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full fiscal 
year. 


Competition 


Each Wendy’s restaurant is in competition with other food service operations within the same geographical 
area. The quick-service restaurant segment is highly competitive and includes well-established competitors. Wendy’s 
competes with other restaurant companies and food outlets, primarily through the quality, variety, convenience, price 
and value perception of food and beverage products offered. The number and location of restaurants, quality and 
speed of service, attractiveness of facilities, effectiveness of marketing and new product development by Wendy’s and 
its competitors are also important factors. The price charged for each menu item may vary from market to market 
(and within markets) depending on competitive pricing and the local cost structure. Wendy’s competes within the 
food service industry and the quick-service restaurant sector for customers as well as for personnel, suitable real estate 
sites and qualified franchisees. 


Wendy’s competitive position is differentiated by a focus on high quality, craveable food, its made-to-order 
square hamburgers using fresh, never frozen ground beef*, its unique and diverse menu, including chicken 
sandwiches, freshly-prepared salads and other signature items like chili, baked potatoes and the Frosty® dessert, its 
promotional products, its choice of toppings and condiments and the atmosphere and décor of its restaurants. (*Fresh 
beef available in the contiguous U.S., Alaska and Canada.) Wendy’s continues to implement its Image Activation 
program, which includes reimaging existing Wendy’s restaurants and building new Wendy’s restaurants with 
innovative exterior and interior restaurant designs, with plans for a significant number of new and reimaged 
restaurants in 2022 and beyond. The Image Activation program also differentiates the Company from its competitors 
by its emphasis on selection and performance of restaurant employees that provide friendly and engaged customer 
service in Wendy’s restaurants. 


Many of the leading restaurant chains continue to focus on new restaurant development as one strategy to 
increase market share through increased consumer awareness and convenience. This results in increased competition 
for available development sites and higher development costs for those sites. Competitors also employ marketing 
strategies such as frequent use of price discounting, frequent promotions and heavy advertising expenditures. 
Continued price discounting, including the use of coupons and offers, in the quick-service restaurant industry and the 
emphasis on value menus could have an adverse impact on Wendy’s business. 


Other restaurant chains have also competed by offering high quality sandwiches made with fresh ingredients 
and artisan breads, and there are several emerging restaurant chains featuring high quality food served at in-line 
locations. Several chains have also sought to compete by targeting certain consumer groups, such as capitalizing on 
trends toward certain types of diets or dietary preferences (e.g., plant-based food, alternative proteins, low 
carbohydrate, low trans-fat, gluten free or antibiotic free) by offering menu items that are promoted as being 
consistent with such diets. 


Additional competitive pressures for prepared food purchases come from operators outside the restaurant 
industry. A number of major grocery chains offer fresh deli sandwiches and fully prepared food and meals to go as 
part of their deli sections. Some of these chains also have in-store cafes with service counters and tables where 
consumers can order and consume a full menu of items prepared especially for that portion of the operation. 
Additionally, convenience stores and retail outlets at gas stations frequently offer a wide variety of sandwiches and 
other foods. 


Wendy’s also competes with grocery chains and other retail outlets that sell food to be prepared at home. 
Competition with these chains and other outlets could increase based on the gap between the price of food prepared 
at home compared to the price of food purchased at restaurants. 


Technology and delivery are becoming increasingly critical parts of the restaurant consumer experience. In the 
quick-service restaurant category, technology initiatives include mobile interactive technology for brand and menu 
search information, mobile ordering, mobile payment, mobile offers, mobile order pick-up and carryout, customer 
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loyalty and rewards programs and other self-service technologies. An increasing number of restaurant chains have also 
introduced or expanded their restaurant delivery arrangements as another strategy to increase market share. If our 
technology initiatives, digital commerce platforms or third-party delivery providers do not meet customers’ 
expectations in terms of security, speed, cost, attractiveness or ease of use, customers may be less inclined to use those 
platforms or providers and our competitive position could be adversely impacted. 


System Optimization 


The Company’s system optimization initiative included a shift from Company-operated restaurants to 
franchised restaurants over time, through acquisitions and dispositions, as well as by facilitating Franchise Flips. 
During 2016, the Company completed the sale of 310 Company-operated restaurants to franchisees, which resulted 
in the achievement of its plan to reduce its ongoing Company-operated restaurant ownership to approximately 5% of 
the total Wendy’s system. 


While the Company has no plans to move its ownership away from approximately 5% of the Wendy’s system, 
it expects to continue to optimize the Wendy’s system by facilitating Franchise Flips, as well as evaluating strategic 
acquisitions of franchised restaurants and strategic dispositions of Company-operated restaurants to existing and new 
franchisees, to further strengthen the franchisee base, drive new restaurant development and accelerate adoption of 
Wendy’s Image Activation program. Wendy’s generally retains a right of first refusal in connection with any proposed 
sale or transfer of franchised restaurants. 


The table below shows the number of restaurant acquisitions, restaurant dispositions and Franchise Flips 
completed in each of 2021, 2020 and 2019. 


Year Ended 
2021 2020 2019 
Restatirant acquisitions: ix.csi40dsseeenee ee ewes teweeaeeeee bee 93 — 5 
Restaurant dispositions: csc. aose- sighs, ale crtausiasiog acest sendeoae nearer Gas 47 1 — 
Franchise Flips:(a) ws.id. 85%. ove ogant eed ened tee aehwes 34 54 37 


(a) Represents franchisee-to-franchisee restaurant transfers for which the Company received advisory fees, which 
include valuation services and fees for selecting pre-approved buyers. 


Franchising 


As of January 2, 2022, 228 Wendy’s U.S. franchisees operated 5,535 franchised restaurants in 50 states and the 
District of Columbia, and 100 Wendy’s international franchisees operated 1,006 franchised restaurants in 31 foreign 
countries and U.S. territories. 


U.S. Franchise Arrangements 


The rights and obligations governing the majority of franchised restaurants operating in the United States are 
set forth in the Wendy’s current Unit Franchise Agreement (the “Current Franchise Agreement”) (non-traditional 
locations, including delivery kitchens, may operate under an amended agreement or alternate form of agreement). 
This agreement provides the franchisee the right to construct, own and operate a Wendy’s restaurant upon a site 
accepted by Wendy’s and to use the Wendy’s system in connection with the operation of the restaurant at that site. 
The Current Franchise Agreement provides for a 20-year term and a ten-year renewal subject to certain conditions. 
The initial term may be extended up to 25 years and the renewal extended up to 20 years for qualifying restaurants 
under the new restaurant development incentive and reimage programs described below in “Franchise Development 
and Other Relationships”. Wendy’s has in the past franchised under different agreements on a multi-unit basis; 
however, Wendy’s now grants new Wendy’s franchises on a unit-by-unit basis. 


The Current Franchise Agreement requires that the franchisee pay a monthly royalty of 4.0% of sales, as 
defined in the agreement, from the operation of the restaurant. The agreement also typically requires that the 
franchisee pay Wendy’s an initial technical assistance fee. In the United States, the standard technical assistance fee 
required under a newly executed Current Franchise Agreement is currently $50,000 for each new restaurant opened. 
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The technical assistance fee is used to defray some of the costs to Wendy’s for training, start-up and transitional 
services related to new and existing franchisees acquiring Company-operated restaurants and in the development and 
opening of new restaurants. In certain limited instances (such as a reduced franchise agreement term, development 
incentive programs or other unique circumstances), Wendy’s may charge a reduced technical assistance fee or may 
waive the technical assistance fee. Wendy’s does not select or employ personnel on behalf of franchisees. 


International Franchise Arrangements 


Wendy’s Restaurants of Canada Inc. (“WROC’”), a 100% owned subsidiary of Wendy’s, holds master franchise 
rights for Canada. The rights and obligations governing the majority of franchised restaurants operating in Canada are 
set forth in a Single Unit Sub-Franchise Agreement (the “Single Unit Sub-Franchise Agreement”) (non-traditional 
locations, including delivery kitchens, may operate under an amended agreement or alternate form of agreement). 
This document provides the franchisee the right to construct, own and operate a Wendy’s restaurant upon a site 
accepted by WROC and to use the Wendy’s system in connection with the operation of the restaurant at that site. 
The Single Unit Sub-Franchise Agreement provides for a 20-year term and a ten-year renewal subject to certain 
conditions. The sub-franchisee pays to WROC a monthly royalty of 4.0% of sales, as defined in the agreement, from 
the operation of the restaurant. The agreement also typically requires that the franchisee pay WROC an initial 
technical assistance fee. The standard technical assistance fee is currently C$50,000 for each new restaurant opened. 


Franchisees who wish to operate Wendy’s restaurants outside of the United States and Canada enter into 
franchise or license agreements with Wendy’s that generally provide franchise rights for each restaurant for an initial 
term of ten years or 20 years, depending on the country, and typically include a ten-year renewal provision, subject to 
certain conditions. The agreements grant a license to the franchisee to use the Wendy’s trademarks and know-how in 
the operation of a Wendy’s restaurant at a specified location. Generally, the franchisee pays Wendy’s an initial 
technical assistance fee or other per restaurant fee and monthly fees based on a percentage of gross monthly sales of 
each restaurant. In certain foreign markets, Wendy’s may grant the franchisee exclusivity to develop a territory in 
exchange for the franchisee undertaking to develop a specified number of new Wendy’s restaurants in the territory 
based on a negotiated schedule. In these instances, the franchisee generally pays Wendy’s an upfront development fee, 
annual development fees or a per restaurant development fee. In certain circumstances, Wendy’s may grant a 
franchisee the right to sub-franchise in a stated territory, subject to certain conditions. 


Non-Traditional Development 


Non-traditional locations, such as fuel and transportation centers, food courts and other retail locations, 
military bases and delivery kitchens, represent an increasing component of Wendy’s development strategy. For 
example, in 2021, we announced a new development commitment with REEF Kitchens to open and operate up to 
700 delivery kitchens over a five-year period across the United States, Canada and the United Kingdom. These 
delivery kitchens and other non-traditional locations may be subject to different rights and obligations than our 
traditional franchise arrangements, including with respect to initial and renewal franchise terms, technical assistance 
fees, monthly royalty rates and advertising contribution rates, and the sales levels at these locations may also differ 
from sales levels at traditional Wendy’s restaurants. 


Franchise Development and Other Relationships 


In addition to its franchise and license agreements, Wendy’s also enters into development and/or relationship 
agreements with certain franchisees. The development agreement provides the franchisee with the right to develop a 
specified number of new Wendy’s restaurants using the Image Activation program design within a stated, 
non-exclusive territory for a specified period, subject to the franchisee meeting interim new restaurant development 
requirements. The relationship agreement addresses other aspects of the franchisor-franchisee relationship, such as 
restrictions on operating competing restaurants, participation in brand initiatives such as the Image Activation 
program, employment of approved operators, confidentiality and restrictions on engaging in sale/leaseback or debt 
refinancing transactions without Wendy’s prior consent. 


In order to promote new restaurant development, Wendy’s has an incentive program for franchisees that 
provides for technical assistance fee waivers and reductions in royalty and national advertising payments for up to the 
first two years of operation for qualifying new restaurants opened prior to December 31, 2022. In addition, Wendy’s 
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has a restaurant development incentive program that provides for incremental reductions in royalty and national 
advertising payments for up to the first two years of operation for qualifying new restaurants for existing franchisees 
that sign up for the program under a new development agreement, or through an extension of their existing 
development agreement, and commit to incremental development of new Wendy’s restaurants. Under any extended 
development agreements, franchisees are also eligible for technical assistance fee waivers for restaurants opened one 
year in advance of their original development schedule so long as the restaurants are opened prior to December 31, 
2022. Wendy’s also provides franchisees with the option of an early 20-year or 25-year renewal of their franchise 
agreement upon completion of reimaging utilizing certain approved Image Activation reimage designs. 


Franchised restaurants are required to be operated under uniform operating standards and specifications relating 
to the selection, quality and preparation of menu items, signage, decor, equipment, uniforms, suppliers, maintenance 
and cleanliness of premises and customer service. Wendy’s monitors franchisee operations and inspects restaurants 
periodically to ensure that required practices and procedures are being followed. See “The Wendy’s Restaurant 
System—Quality Assurance” above for additional information. 


See Note 7 and Note 21 of the Financial Statements and Supplementary Data contained in Item 8 herein, and 
the information under “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” herein, for information regarding certain guarantee obligations, reserves, commitments and contingencies 
involving franchisees. 


Advertising and Marketing 


In the United States and Canada, Wendy’s advertises nationally through national advertising funds on network 
and cable television programs, including nationally televised events, and advertises locally primarily through regional 
network and cable television, radio and social media. Wendy’s maintains two national advertising funds established to 
collect and administer funds contributed for use in advertising through television, radio, the Internet and a variety of 
promotional campaigns, including through digital and social media platforms. Separate national advertising funds are 
administered for Wendy’s United States and Canadian restaurant locations. Contributions to the national advertising 
funds are required to be made by both Company-operated and franchised restaurants and are based on a percentage of 
restaurant sales. In addition to the contributions to the national advertising funds, Wendy’s requires additional 
contributions to be made for both Company-operated and franchised restaurants based on a percentage of restaurant 
sales for the purpose of local and regional advertising programs. Required franchisee contributions to the national 
advertising funds and for local and regional advertising programs are governed by the Current Franchise Agreement in 
the United States and by the Single Unit Sub-Franchise Agreement in Canada. Required contributions by Company- 
operated restaurants for advertising and promotional programs are at the same percentage of sales as franchised 
restaurants within the Wendy’s system. As of January 2, 2022, the contribution rate for U.S. restaurants was generally 
3.5% of sales for national advertising and 0.5% of sales for local and regional advertising. As of January 2, 2022, the 
contribution rate for Canadian restaurants was generally 3.0% of sales for national advertising and 1.0% of sales for 
local and regional advertising, with the exception of Quebec, for which there is no national advertising contribution 
rate and the local and regional advertising contribution rate is 4.0% of sales. Non-traditional locations, including 
delivery kitchens, may be subject to adjusted requirements for national, local and regional advertising contributions. 
See Note 24 of the Financial Statements and Supplementary Data contained in Item 8 herein for additional 
information regarding advertising. 


Human Capital 


At Wendy’s, our vision is to become the world’s most thriving and beloved restaurant brand, and every day we 
strive to live our purpose of creating joy and opportunity through food, family and community. Our restaurants, our 
food and the value and service we provide to our customers are all integral to our long-term success, but ultimately it 
is our people that help us deliver our brand promise of “Fast Food Done Right” every single day. 


We continue to invest in employees to ensure we are able to attract, hire, develop and retain great talent 
throughout our organization. We measure our effectiveness in these areas using various tools and metrics, including 
administering an employee engagement survey twice a year and tracking our employee turnover rates compared to 
others in the restaurant industry. During 2021, we continued to outperform our peer group and industry benchmarks 
in the areas of employee engagement and turnover. 
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Employees 


As of January 2, 2022, the Company was comprised of approximately 14,500 employees, of which nearly 
two-thirds were part-time, and one-third were full-time. The vast majority of our employees are located in the United 
States and work in our Company-operated restaurants within our Wendy’s U.S. business segment. Outside of our 
Company-operated restaurants, our largest population of employees work in our field support organization or at our 
restaurant support center in Dublin, Ohio. We are proud to have a workforce with diverse backgrounds and 
experiences. 


Respectful Workplace 


From day one, the Wendy’s business has always been of, for and about people. Respect and fair treatment for 
our team members, franchisees, supplier partners and vendors is a central part of our business. So is staying true to the 
values established by our founder Dave Thomas more than 50 years ago, which include Doing the Right Thing, 
Treating People with Respect and Giving Something Back. Our commitment to these values is reflected in our Code 
of Business Conduct and Ethics, which applies to Company employees and directors, and in our Supplier Code of 
Conduct, which sets forth our expectations for suppliers to the Wendy’s system. We strive to bring our values to life 
through daily interactions with our team members, franchisees and customers and in the communities where we do 
business. We expect our employees to maintain respectful workplaces that support and protect the integrity of the 
Wendy’s brand and fuel our continued success. 


Diversity, Equity and Inclusion 


We believe our strategic focus on diversity, equity and inclusion (“DE&I”) has helped, and will continue to 
help, the Company remain true to our values as well as support our financial performance and global growth strategy. 
Creating and fostering inclusive work environments allows us to create an engaging and welcoming culture for our 
employees, which we believe positively affects the quality of products, service and experience we deliver to our 
customers. In 2021, we created an Office of DE&I and appointed Dr. Beverly Stallings-Johnson as our Chief DE&1 
Officer. Under her leadership, we strive to increase our knowledge and accountability and expect our DE&!I strategy 
to continue to grow and evolve. We also announced a focus on five goals related to increasing diverse representation at 
multiple levels of our organization and among franchisee owners over a five-year period. 


We are fortunate to have several thriving Employee Resource Groups (“ERGs”), which are voluntary 
employee-led groups, each sponsored by a Wendy’s senior leadership team member. Our ERGs serve an important 
role in support of our DE&I strategy, creating forums for learning and inclusion, providing opportunities to celebrate 
different backgrounds, empowering employees to bring their authentic self to work, and creating leadership and 
professional development opportunities. Our ERGs are open to all Company employees at our restaurant support 
center and focus on employees and allies who identify as Women (Women of Wendy’s), LGBTQ+ (WeQual), 
Military Veterans & Families (WeVets), Culturally Diverse (WCDN), Black (WeBERG) and Young Professionals 
(WenGEN). 


Compensation and Benefits 


We are committed to providing market-competitive pay and benefits to attract and retain great talent. We 
enable this by benchmarking and analyzing pay and benefits both externally and internally. In addition to receiving 
competitive hourly rates and base salaries, all general managers and district managers of our Company-operated 
restaurants are eligible for performance-based cash incentive bonuses, along with all corporate management staff. For 
our restaurant-level employees, we offer the potential for raises based on individual performance reviews throughout 
the year. At Wendy’s, we are committed to providing pay equity for all employees, regardless of gender or ethnicity. 
We also offer a robust set of benefits to help eligible employees and their families stay healthy, manage spend related 
to health and financial wellbeing and effectively balance work and life. This includes insurance for medical, dental, 
vision and prescription drugs, telehealth access, 401(k) savings and retirement plans, health savings accounts, 
employee assistance program, paid sick leave, bonding leave and adoption assistance. 


Safety and Well-Being 


We are committed to providing our employees with safe and comfortable work environments and offering 
resources that our employees can use to help promote their well-being. Throughout 2021, we continued to evolve our 
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approach to effectively manage the impact of COVID-19 on our business, restaurants and employees, continuing 
some measures adopted in 2020, such as enhanced safety training, and evolving in other areas, such as expanding our 
paid sick time policy. As we have done since the onset of the pandemic, we continued to monitor public health 
guidance and follow federal, state/provincial and local laws, regulations, rules and requirements related to 
COVID-19. We are extremely proud of the work our employees have done to support our restaurants, employees, 
customers and communities that we serve throughout the pandemic and that commitment remains. 


Talent Development 


To set our employees up for success and help them achieve their personal development needs and career 
growth, we invest in training and development programs at all levels within the Company. We also leverage annual 
processes that support individual performance planning, individual professional development planning and a broad 
review of talent development throughout the Company. Restaurant-level employees have the opportunity to take 
advantage of an extensive online learning curriculum, as well as hands-on training led by crew trainers, managers and 
field support staff. Restaurant managers and multi-unit operators participate in Wendy’s University, which includes 
targeted training to develop management and leadership skills. Wendy’s University also provides targeted 
programming for corporate management staff, including diversity training, people manager training, leadership 
dialogues and the opportunity to participate in third-party conferences and training, 


Community-Based Giving 


Wendy’s maintains charitable giving programs that support four core categories: foster care adoption; hunger 
and food integrity; youth and families; and vibrant communities. In 2021, Wendy’s made charitable donations to a 
variety of organizations across the globe, highlighted by our continued support of the Dave Thomas Foundation for 
Adoption, a charitable foundation created by our founder, Dave Thomas, which has been our signature charitable 
cause for more than 25 years. In addition to corporate contributions, we also hosted an employee-driven Community 
Giving Program, in which employees from across the Wendy’s system nominated worthy charitable organizations to 
receive charitable grants from The Wendy’s Foundation. We also made grants available to charitable organizations 
chosen by each of our ERGs in support of their missions. 


Additional information about our people and human capital initiatives is available on our website at 
www.wendys.com/what-we-value, in our annual Corporate Social Responsibility report and on The Square Deal™ 
Wendy’s Blog at www.squaredealblog.com. The contents of our website and these additional information sources are 
not incorporated by reference in this Form 10-K or any other report or document we file with the Securities and 
Exchange Commission. 


Governmental Regulations 
U.S. Operations 


The Company and our franchisees are subject to various federal, state and local laws and regulations affecting 
the operation of our respective businesses, including laws and regulations relating to building and zoning, health, fire 
and safety, sanitation, food preparation, nutritional content and menu labeling, advertising, information security, 
privacy and consumer protection, as well as laws, regulations, recommendations and guidelines related to the 
COVID-19 pandemic. Each Wendy’s restaurant is subject to licensing and regulation by a number of governmental 
authorities in the state or municipality in which the restaurant is located. The Company is also subject to federal, state 
and local laws governing labor and employment matters, including minimum wage requirements, overtime and other 
working conditions, family leave and health care mandates, union organizing, work authorization requirements, 
insurance and workers’ compensation rules and anti-discrimination and anti-harassment laws applicable to Company 
employees, and our franchisees are subject to labor and employment laws with respect to their employees. 
Additionally, the Company and our franchisees are subject to the Americans with Disabilities Act and other similar 
laws that provide civil rights protections to individuals with disabilities in the context of public accommodations and 
other areas. 


The Company’s franchising activities are subject to the rules and regulations of the Federal Trade Commission 
(the “FTC”) and various state laws regulating the offer and sale of franchises. The FTC requires that franchisors 
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furnish a franchise disclosure document (“FDD”) containing certain information to prospective franchisees before the 
execution of a franchise agreement. Several states require registration and disclosure of the FDD in connection with 
franchise offers and sales and have laws regulating the franchisor-franchisee relationship. These state laws often limit, 
among other things, the duration and scope of non-competition provisions and the ability of franchisors to terminate 
franchise agreements or withhold consent to the renewal or transfer of franchise agreements. The Company believes 
that our FDD, together with applicable state versions or supplements, and franchising procedures comply in all 
material respects with the FTC’s franchise rules and applicable state franchise laws. 


International Operations 


Internationally, the Company and our franchisees are subject to national, provincial and local laws and 
regulations that often are similar to those impacting us and our franchisees in the U.S., including laws and regulations 
concerning franchises, labor and employment, building and zoning, health, fire and safety, sanitation, food 
preparation, nutritional content, menu labeling, advertising, information security, privacy and consumer protection, 
as well as laws, regulations, recommendations and guidelines related to the COVID-19 pandemic. Wendy’s 
restaurants outside the U.S. are also often subject to tariffs and regulations on imported commodities and equipment 
and laws regulating foreign investment, as well as anti-bribery and anti-corruption laws. The Company believes that 
our international franchise disclosure documents and franchising procedures comply in all material respects with the 
laws of the applicable countries. 


Environmental Matters 


The Company’s operations, including the selection and development of properties that we own or lease and any 
construction or improvements made at those properties, are subject to a variety of federal, state, local and 
international environmental laws and regulations, including laws and regulations concerning the storage, handling 
and disposal of hazardous or toxic substances. Our properties are sometimes located in developed commercial or 
industrial areas and might previously have been occupied by more environmentally significant operations, such as gas 
stations. Environmental laws and regulations sometimes require owners or operators of contaminated property to 
remediate that property, regardless of fault, and could give rise to significant fines, penalties and liabilities, as well as 
third-party claims. The Company believes that our restaurant operations comply substantially with all applicable 
environmental laws and regulations. 


Increased focus by governmental authorities on environmental matters is likely to lead to new governmental 
initiatives, particularly in the area of climate change. While we cannot predict the precise nature of these initiatives, 
we expect that they may impact our business both directly and indirectly. There is a possibility that government 
initiatives, or actual or perceived effects of changes in weather patterns, climate change or scarcity of energy and water 
resources, could have a direct impact on our business in ways that we cannot predict at this time. 


Legal Matters 


The Company is involved in litigation and claims incidental to our business. We provide accruals for such 
litigation and claims when we determine it is probable that a liability has been incurred and the amount of the loss is 
reasonably estimable. We believe we have adequate accruals for all of our legal and environmental matters. See Item 3 
“Legal Proceedings” for additional information. 


The Company does not believe that compliance with applicable laws and regulations, including environmental 
laws and regulations, or the outcome of any legal matters in which we are involved, will have a material adverse effect 
on our results of operations, financial condition, capital expenditures, earnings or competitive position. However, the 
Company cannot predict what laws or regulations will be enacted in the future, how existing or future laws or 
regulations will be administered or interpreted or whether any legal matters in which we are involved could result in 
greater liabilities than we currently anticipate. See Item 1A “Risk Factors” for a discussion of certain risks relating to 
legal and regulatory requirements, litigation and claims and related matters affecting our business. 


Available Information 


We make our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, 
including exhibits and amendments to such reports, as well as our annual proxy statement, available, free of charge, 
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on our Investor Relations website as soon as reasonably practicable after such reports are electronically filed with, or 
furnished to, the Securities and Exchange Commission. These filings are also available to the public on the Securities 
and Exchange Commission’s website at www.sec.gov. We also provide our Code of Business Conduct and Ethics, free 
of charge, on our website. Our corporate website address is www.wendys.com and our Investor Relations website 
address is www.irwendys.com. Information contained on those websites is not part of this Form 10-K. 


Item 1A. Risk Factors. 


We wish to caution readers that in addition to the important factors described elsewhere in this Form 10-K, we 
have included below certain material factors that have affected, or in the future could affect, our actual results and 
could cause our actual consolidated results during fiscal 2022, and beyond, to differ materially from those expressed in 
or implied by any forward-looking statements made by us or on our behalf. 


Risks Related to Macroeconomic and Industry Conditions 


The novel coronavirus (COVID-19) pandemic has disrupted and is expected to continue to disrupt our business, 
which has materially affected and could continue to materially affect our results of operations, financial condition and 
prospects for an extended period of time. 


In March 2020, the World Health Organization declared the novel coronavirus (COVID-19) a global 
pandemic, and governmental authorities around the world implemented measures to reduce the spread of 
COVID-19. These measures adversely affected customers, workforces, economies and financial markets, and, along 
with decreased consumer spending, led to an economic downturn in many of our markets. Governmental restrictions 
and public perceptions of the risks associated with COVID-19 have caused consumers to avoid or limit travel, 
gatherings in public places and other social interactions, which has adversely affected, and could continue to adversely 
affect, our business. 


In response to the COVID-19 pandemic, in March 2020, we updated our brand standard to include the 
closure of all dining rooms except where there were specific needs, or a drive-thru or pick-up window option was not 
available, subject to applicable federal, state and local requirements. Substantially all Wendy’s restaurants continued to 
offer drive-thru and delivery service to our customers. During the second quarter of 2020, we began implementing 
our restaurant and dining room reopening process through a phased approach in accordance with federal, state and 
local requirements, with customer and team member safety as our top priority. As of January 2, 2022, substantially all 
restaurants were open across the Wendy’s system, and the majority of restaurants had dining rooms open. 


During the height of the COVID-19 pandemic, our customer counts and systemwide sales were significantly 
negatively impacted, and our customer counts continue to be negatively impacted. Even as mobility continues to 
increase, customers have been and may continue to be reluctant to return to in-restaurant dining, and consumer 
spending may continue to be adversely impacted for an extended period of time as a result of decreased consumer 
confidence and other macroeconomic factors. 


The COVID-19 pandemic has had, and could again have, an adverse effect on new restaurant development and 
restaurant reimaging. For example, in 2020, due to the uncertain and challenging economic and market conditions, 
we delayed construction of certain new Company-operated restaurants and reimaging of existing Company-operated 
restaurants and also extended the new restaurant development and Image Activation requirements of our franchisees 
by one year. These or similar delays could affect our ability to drive future growth in our business. 


The COVID-19 pandemic has had, and could again have, an adverse effect on our franchisees’ operations and 
financial condition. Following the onset of the pandemic, we took certain actions to support our franchisees, 
including extending payment terms for royalties, extending or abating payment terms for advertising fund 
contributions and offering to defer base rent payments on properties owned by the Company and leased to 
franchisees. To the extent our franchisees experience financial distress, including as a result of the COVID-19 
pandemic, it could negatively affect our results of operations, cash flows and financial condition through delayed or 
reduced payments of royalties, advertising fund contributions or rent. 


The COVID-19 pandemic has led, and could again lead, to interruptions in the delivery of food or other 
supplies to Wendy’s restaurants arising from delays or restrictions on shipping or manufacturing, closures of supplier 
or distributor facilities or financial distress or insolvency of suppliers or distributors. These delays or interruptions 
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could impact the availability of certain food items at Wendy’s restaurants, including beef, chicken, pork and other 
core menu products. For example, we experienced disruptions to our beef supply beginning in early May 2020 as beef 
suppliers across North America faced production challenges. As a result, some menu items were occasionally in short 
supply at some Wendy’s system restaurants. While we and our supply chain partners effectively managed through this 
disruption and the beef supply subsequently returned to normal levels across the Wendy’s system, the pandemic has 
continued to impact our supply chain and there can be no assurances that we will not see similar disruptions in the 
future. Our results of operations and those of our franchisees could be adversely affected if our key suppliers or 
distributors are unable to fulfill their responsibilities and we are unable to identify and transition the impacted 
business to alternative suppliers or distributors in a timely manner. 


The COVID-19 pandemic has led, and could again lead, to labor shortages or increased labor costs. The risk or 
perceived risk of contracting the virus, as well as vaccine mandates or other governmental actions or restrictions, could 
continue to adversely affect restaurant operations, including the ability or cost of adequately staffing restaurants. If a 
significant percentage of our or our franchisees’ workforce is unable to work, whether because of illness, quarantine, 
travel limitations, vaccine mandates or other governmental actions or restrictions, our operations and the operations 
of our franchisees may be negatively impacted, which could materially affect our results of operations and financial 
condition. Following the onset of the pandemic, we took several actions to help support our employees and protect 
the health and safety of our employees and customers, such as implementing a new emergency sick leave policy, 
providing temporary wage increases to restaurant employees and purchasing additional sanitation supplies and 
personal protective materials, which contributed to increased operating costs. 


The impacts from the COVID-19 pandemic could have a material adverse effect on our liquidity and capital 
resources. We currently believe we have the ability to pursue additional sources of liquidity if needed or desired. to 
fund operating cash requirements or for other purposes. However, there can be no assurance that additional liquidity 
will be readily available or available on terms acceptable to us. If the disruptions caused by COVID-19 worsen, our 
ability to comply with certain debt covenants under our securitized financing facility could be adversely affected. 
Additionally, negative changes to our credit ratings due to the impact or expected impact of COVID-19 could have 
an adverse effect on our existing indebtedness, our ability to access additional capital, our cost of borrowing and our 
overall liquidity position and financial condition. 


In addition to the risks described above, the COVID-19 pandemic has had, and could continue to have, the 
effect of heightening other risks disclosed in this risk factors section, including, but not limited to, those related to 
brand value and perception, consumer preferences and spending, commodity costs, labor, supply chain and 
purchasing, performance of the breakfast daypart and international operations. We cannot predict the ultimate 
duration, scope or severity of the COVID-19 pandemic or its ultimate impact on our results of operations, financial 
condition and prospects. 


Competition from other restaurant companies, as well as grocery chains and other retail food outlets, or poor customer 
experience at Wendy’s restaurants, could hurt our brand. 


The market segments in which Wendy’s restaurants compete are highly competitive with respect to, among 
other things, price, food quality and presentation, service, location, convenience, and the nature and condition of the 
restaurant facility. If customers have a poor experience at a Wendy’s restaurant, whether at a Company-operated or 
franchised restaurant, we may experience a decrease in customer counts. Further, Wendy’s restaurants compete with a 
variety of locally owned restaurants, as well as competitive regional, national and global restaurant chains. Several of 
these chains compete by offering menu items that are targeted at certain consumer groups or dietary trends. 
Additionally, many of our competitors have introduced lower cost value meal menu options and have employed 
marketing strategies that include frequent use of price discounting (including through the use of coupons and other 
offers), frequent promotions and heavy advertising expenditures. Some of our competitors have substantially greater 
financial, marketing, personnel and other resources than we do, which may allow them to react to changes in pricing 
and marketing strategies better than we can and drive higher levels of brand awareness among consumers. This 
product and price competition could result in reduced revenues and loss of market share. 


Moreover, new companies, including operators outside the quick-service restaurant industry, may enter market 
areas in which Wendy’s restaurants operate and target our customer base. For example, additional competitive 
pressures for prepared food purchases have come from deli sections and in-store cafes of a number of major grocery 
store chains, as well as from convenience stores and casual dining outlets. Such competitors may have, among other 
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things, lower operating costs, better locations, better facilities, more effective marketing and more efficient operations. 
Wendy’s also competes with grocery chains and other retail outlets that sell food to be prepared at home. 
Competition with these chains and other outlets could increase based on the gap between the price of food prepared 
at home compared to the price of food purchased at restaurants. This increased product and price competition could 
put deflationary pressure on the selling price of products offered at Wendy’s restaurants. All such competition may 
adversely affect our brand, business, results of operations and financial condition. 


Adverse economic conditions or disruptions in the national and global economies, or in regions that have a high 
concentration of Wendy’s restaurants, could adversely impact our business, results of operations and financial 
condition. 


Adverse economic conditions or disruptions in the national and global economies could result in higher 
unemployment rates, labor shortages, increases in inflation and declines in consumer confidence and spending. If such 
disruptions occur, they may result in significant declines in consumer food-away-from-home spending and customer 
counts in our restaurants and those of our franchisees. There can be no assurance that government responses to 
economic disruptions will restore consumer confidence. Ongoing disruptions in the national and global economies 
may adversely impact our business, results of operations and financial condition. Additionally, adverse economic 
conditions in regions that contain a high concentration of Wendy’s restaurants, including markets in which our 
Company-operated restaurants are located, could also have a material adverse impact on our results of operations. 


Changes in discretionary consumer spending, and in consumer tastes and preferences, could adversely affect our 
business, results of operations and financial condition. 


The success of the Wendy’s system depends to a significant extent on discretionary consumer spending, which 
is influenced by general economic conditions and the availability of discretionary income. Material declines in the 
amount of discretionary spending or consumer food-away-from-home spending could hurt our business, results of 
operations and financial condition. Our success also depends to a large extent on continued consumer acceptance of 
our offerings, the success of our operating, promotional, marketing and new product development initiatives and the 
reputation of our brand. If we are unable to continue to achieve consumer acceptance or adapt to changes in 
consumer preferences, including with respect to nutrition, health or dietary trends or environmental or social 
concerns, Wendy’s restaurants may lose customers, and the resulting revenues from Company-operated restaurants 
and the royalties that we receive from franchisees may decline. 


Risks Related to Brand Perception and Value 
Our success depends substantially on our corporate reputation and on the value and perception of our brand. 


Our success depends in large part upon our ability to maintain and enhance the value of our brand, our 
customers’ loyalty to our brand and a positive relationship with our franchisees and other business partners. Brand 
value is based in part on consumer perceptions on a variety of subjective qualities. Business incidents, whether isolated 
or recurring, and whether originating from us, our franchisees or our business partners, can significantly reduce brand 
value and consumer trust, particularly if the incidents receive considerable publicity or result in litigation. For 
example, our brand could be damaged by claims or perceptions about the quality or safety of our products or the 
quality or reputation of our franchisees or other business partners, regardless of whether such claims or perceptions are 
true. Our brand could also be adversely impacted by other incidents described in this risk factors section, including 
incidents related to customer service, customer health or safety, a failure to attract and retain qualified employees, 
food safety or other health concerns regarding our products, the impact of social media, data privacy violations, cyber 
incidents, social and environmental sustainability matters or reports of our employees, franchisees or business partners 
taking controversial positions or acting in an unethical, illegal or socially irresponsible manner. Any such incidents 
could cause a decline in consumer confidence in our brand and reduce consumer demand for our products, which 
could have a material adverse impact on our business, results of operations and financial condition. 


Our results of operations depend in part on the effectiveness of our marketing and advertising programs and the 
successful development and launch of new products. 


Our results of operations are heavily influenced by brand marketing and advertising and by our ability to 
develop and launch new and innovative products. Our marketing and advertising programs may not be successful, or 
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we may fail to develop commercially successful new products, which may impact our ability to attract new customers 
and retain existing customers, which, in turn, could materially and adversely affect our results of operations. 
Moreover, because franchisees contribute to advertising funds based on a percentage of sales at their franchised 
restaurants, advertising fund expenditures are dependent upon sales volumes across the Wendy’s system. If 
systemwide sales decline, this could result in a reduced amount of funds available for our marketing and advertising 
programs. In addition, to the extent we use value offerings or other promotions or discounts in our marketing and 
advertising programs to drive customer counts, these actions may condition our customers to resist higher menu 
prices or result in reduced demand for premium products. 


Our inability or failure to recognize, respond to and effectively manage the accelerated impact of social media could 
adversely impact our brand, business and results of operations. 


In recent years, there has been a significant increase in the use of social media platforms, including social media 
and news aggregation websites and other forms of internet-based communications that allow individuals access to a 
broad audience. The rising popularity of social media has increased the speed and accessibility of information 
dissemination and given users the ability to more effectively organize collective actions such as boycotts and other 
brand-damaging behaviors. The dissemination of information via social media, whether accurate or inaccurate, could 
harm our business, brand, reputation, results of operation and financial condition. This damage may be immediate, 
without an opportunity to correct inaccurate information or respond to or address particular issues. In addition, as 
part of our marketing efforts, we frequently use social media to communicate with consumers in order to build their 
awareness of, engagement with and loyalty to us. Failure to use social media effectively or appropriately, particularly as 
compared to our competitors, could lead to a decline in brand value, customer visits and revenues. Laws and 
regulations governing the use of social media continue to rapidly evolve. A failure by us, our employees, our 
franchisees or third parties acting on our behalf to abide by applicable laws and regulations in the use of social media 
could adversely impact our reputation, brand, results of operations and financial condition or subject us to litigation, 
fines or other penalties. Social media risks could also arise from employees not following defined policies for the use of 
social media during business operations, or actions taken by employees during personal activities outside of their 
employment, but which could still reflect negatively on the Wendy’s brand. 


We may be unable to adequately protect our intellectual property, which could harm the value of our brand and hurt 
our business. 


Our intellectual property is material to the conduct of our business. We rely on a combination of trademarks, 
copyrights, service marks, trade secrets and similar intellectual property rights to protect our brand and other 
intellectual property. The success of our business strategy depends, in part, on our continued ability to use our 
trademarks and service marks to increase brand awareness and further develop our branded products in existing and 
new markets. If our efforts to protect our intellectual property are not adequate, or if any third party misappropriates, 
infringes, dilutes or otherwise violates our intellectual property, the value of our brand may be harmed, which could 
have a material adverse effect on our business. While we try to ensure that the quality of our brand is maintained by 
our franchisees, we cannot ensure that franchisees will not take actions that hurt the value of our intellectual property 
or the reputation of the Wendy’s brand or restaurant system. Any damage or violation of our intellectual property 
could harm our image, brand or competitive position and cause us to incur significant legal fees and diversion of 
resources. If we do not attempt or are unable to successfully protect, maintain or enforce our intellectual property 
rights, there could be a material adverse effect on our business or results of operations as a result of, among other 
things, consumer confusion, dilution of the Wendy’s brand or increased competition from unauthorized users of our 


brand. 


We have registered certain trademarks and have other trademark registrations pending in the United States and 
certain foreign jurisdictions. Not all of the trademarks that are used in the Wendy’s system have been registered in all 
of the countries in which we do business or may do business in the future, and some trademarks will never be 
registered in all of these countries. Some countries’ laws do not protect unregistered trademarks at all, or make them 
more difficult to enforce, and third parties have filed, or may in the future file, for “Wendy’s” or similar marks. 
Accordingly, we may not be able to adequately protect the Wendy’s brand everywhere in the world and use of the 
Wendy’s brand may result in liability for trademark infringement, trademark dilution or unfair competition. In 
addition, the laws of some foreign countries do not protect intellectual property rights to the same extent as the laws 
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of the United States. We cannot ensure that all of the steps we have taken to protect our intellectual property in the 
United States and foreign countries will be adequate. 


We cannot ensure that third parties will not bring infringement claims against us in the future. Any such claim, 
whether or not it has merit, could be time-consuming, cause delays in introducing new menu items, require costly 
modifications to advertising and promotional materials, harm our brand, image, competitive position or ability to 
expand our operations into other jurisdictions, cause us to incur significant costs related to defense or settlement or 
require us to enter into royalty or licensing agreements. As a result, any such claim could harm our business and 
adversely impact our results of operations and financial condition. In addition, third parties may assert that certain of 
our intellectual property, or our rights therein, are invalid or unenforceable. If our rights in any of our intellectual 
property were found to infringe third-party rights, or portions thereof were deemed invalid or unenforceable, we may 
be forced to defend or resolve related claims and incur related expenses. In addition, such loss of rights could permit 
competing uses of such intellectual property which, in turn, could harm our business and adversely impact our results 
of operations and financial condition. 


Food safety events or health concerns regarding our products could create negative publicity and adversely affect our 
brand, business and results of operations. 


Food safety is a top priority for Wendy’s, and we dedicate substantial resources to food safety matters to ensure 
our customers enjoy safe, quality food products. However, food safety events, including instances of food-borne illness 
(such as salmonella or E. coli), have occurred in the food industry in the past, and could occur in the future. Food 
safety events, whether or not involving Wendy’s restaurants or other restaurant companies, could adversely affect the 
price and availability of certain products and result in negative publicity for Wendy’s or the restaurant industry. This 
negative publicity may reduce demand for Wendy’s food and could result in a decrease in customer counts to 
Wendy’s restaurants as consumers shift their preferences to our competitors or to other products or food types. Any 
report linking our restaurants or suppliers to food-borne illnesses, food tampering, contamination or mislabeling or 
other food-safety issues could damage the value of our brand immediately and severely hurt sales of our products and 
possibly lead to product liability claims, litigation (including class actions) or other damages. The Wendy’s system 
may also be adversely impacted by consumer concerns regarding the nutritional aspects of the products we sell, the 
ingredients in our products or the cooking processes used in our restaurants. These or similar concerns could result in 
less demand for our products and a decline in sales at Company-operated restaurants and in royalties from sales at 
franchised restaurants. 


Risks Related to Our Business Strategy 
Our predominantly franchised business model presents a number of risks. 


As of January 2, 2022, approximately 95% of restaurants in the Wendy’s system were operated by franchisees. 
Wendy’s franchisees are contractually obligated to operate their restaurants in accordance with the standards set forth 
in our franchise and other agreements with them. Wendy’s also provides training and support to franchisees. 
However, franchisees are independent third parties that we do not control, and franchisees own, operate and oversee 
the daily operations of their restaurants. Specifically, franchisees are solely responsible for developing and utilizing 
their own policies and procedures, making their own hiring, firing and disciplinary decisions, scheduling hours and 
establishing wages, and managing their day-to-day employment processes and procedures in accordance with 
applicable laws, rules and regulations, all of which is done independent of Wendy’s. Further, franchisees have 
discretion as to the prices charged to customers. As a result, the ultimate success and quality of any franchise 
restaurant rests with the franchisee. If franchisees do not successfully operate their restaurants in a manner consistent 
with required standards, their royalty payments to us could be adversely affected and our brand’s image and 
reputation could be harmed, both of which in turn could hurt our business and results of operations. In addition, the 
failure of franchisees to adequately engage in succession planning may adversely affect their restaurant operations and 
development of new Wendy’s restaurants, which in turn could hurt our business and results of operations. 


Wendy’s franchisees are an integral part of our business, growth and brand strategies. We may be unable to 
successfully implement our growth strategies if franchisees do not participate in the implementation of those 
strategies. Our business and results of operations could be adversely affected if a significant number of franchisees do 
not participate in brand strategies, such as new restaurant development, Image Activation, digital commerce platforms 
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and technologies and execution of the breakfast daypart, which in turn may harm our business and financial 
condition. In addition, Wendy’s current franchise model, and the way our brand strategies are executed across the 
system, may make it difficult for our brand to respond and adapt to the speed of change in technology, consumer 
preferences, the regulatory environment or other factors as quickly as may be required to maintain and grow market 
share and remain competitive. Certain of our competitors that have a significantly higher percentage of company- 
operated restaurants than we do may have greater influence over their respective restaurant systems and greater ability 
to implement operational initiatives and business strategies. 


We receive revenues in the form of royalties and national advertising funds contributions (both of which are 
generally based on a percentage of sales at franchised restaurants), as well as rent and fees from franchisees. 
Accordingly, a substantial portion of our financial results is to a large extent dependent upon the operational and 
financial success of our franchisees. If sales trends or economic conditions worsen for franchisees, or if the overall 
business or financial health of franchisees deteriorates, their results of operations or financial condition may worsen 
and our royalty, national advertising funds, rent and other fee revenues may decline and our accounts receivable and 
related allowance for doubtful accounts may increase. Additionally, when Company-operated restaurants with leased 
real estate are sold to franchisees, we are often required to remain responsible for lease payments for these restaurants 
in the event the purchasing franchisees default on their leases. If franchisees fail to renew their franchise agreements or 
fail to perform under or extend their leases or subleases with us, or if we are unable to identify, attract and retain new 
franchisees who meet our criteria, then our royalty and rental revenues may decrease and our future growth could be 
adversely affected. 


The growth of our business is dependent on new restaurant openings, which could be affected by factors beyond our 
control. 


Our business derives earnings from sales at Company-operated restaurants as well as royalties and other fees 
received from franchised restaurants. Growth in our revenues and earnings is dependent on new restaurant openings. 
Numerous factors beyond our control may adversely affect new restaurant openings, which in turn could hurt our 
business and results of operations. These factors include, among others, (i) our ability to attract new franchisees; 
(ii) the availability of site locations for new restaurants; (iii) the ability of restaurant owners to obtain financing; 
(iv) the ability of restaurant owners to attract, train and retain qualified operating personnel; (v) construction and 
development costs, particularly in highly competitive markets; (vi) the ability of restaurant owners to secure required 
governmental approvals and permits in a timely manner, or at all; and (vii) adverse weather conditions. Our inability 
to identify suitable locations, achieve consumer acceptance or otherwise execute our development strategy could have 
an adverse impact on our future growth, results of operation and financial condition. 


Our growth strategy also includes an increased focus on non-traditional development, such as fuel and 
transportation centers, food courts and other retail locations, military bases and delivery kitchens. The inability of us 
or our franchisees to execute our non-traditional development strategy, including meeting development goals, 
achieving anticipated sales results and upholding the value of the Wendy’s brand, could have an adverse impact on 
our future growth, results of operations and financial condition. 


Our Image Activation program may not positively affect sales or improve our results of operations, and franchisees 
may not participate in our Image Activation program to the extent expected by us. 


We continue to implement our Image Activation program, which includes reimaging existing Wendy’s 
restaurants and building new Wendy’s restaurants with innovative exterior and interior restaurant designs. Our Image 
Activation program may not positively affect sales at Wendy’s restaurants or improve our results of operations. There 
can also be no assurance that franchisees will participate in the Image Activation program to the extent expected by 
the Company. In order to support our Image Activation program and promote new restaurant development, we have 
provided franchisees with certain incentive programs for qualifying new and reimaged restaurants, including 
reductions in royalty and national advertising payments and options for the early renewal of franchise agreements. It is 
possible we may provide additional financial incentives to franchisees, which could result in additional expenses, a 
reduction of royalties or other revenues or the incurrence of other costs or liabilities. Some franchisees may need to 
borrow funds in order to participate in the Image Activation program. If franchisees are unable to obtain financing at 
commercially reasonable rates, or at all, they may be unwilling or unable to invest in the reimaging of their existing 
restaurants or the development of new restaurants, and our future growth and results of operations could be adversely 


affected. 
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We may be unable to manage effectively the acquisition and disposition of restaurants, or successfully implement other 
strategic initiatives, which could adversely affect our business, results of operations and financial results. 


We continue to optimize the Wendy’s system through our system optimization initiative, which includes 
facilitating the transfer of restaurants between and among franchisees, as well as evaluating strategic acquisitions of 
franchised restaurants and strategic dispositions of Company-operated restaurants to existing and new franchisees, to 
further strengthen the franchisee base, drive new restaurant development and accelerate adoption of our Image 
Activation program. The success of this initiative is dependent upon many factors, such as the availability of sellers 
and buyers, the availability of financing, the ability to negotiate transactions on terms deemed acceptable and the 
ability to successfully transition and integrate restaurant operations. Acquisitions of franchised restaurants pose various 
risks to our operations, including (i) diversion of management’s attention to the integration of acquired restaurant 
operations; (ii) increased operating expenses and the inability to achieve expected cost savings and operating 
efficiencies; (iii) exposure to liabilities arising out of prior operations of acquired restaurants; and (iv) the assumption 
of long-term, non-cancelable leases. Our system optimization initiative also places demands on our operational and 
financial management resources and may require us to expand these resources. If we are unable to execute our system 
optimization initiative or effectively manage the acquisition and disposition of restaurants, our business and financial 
results could be adversely affected. 


In addition, Wendy’s from time to time evaluates and may pursue other opportunities for growth, including 
through new and existing franchise partners, joint venture investments, expansion of our brand through other 
opportunities and strategic mergers, acquisitions and divestitures. These strategic initiatives involve various risks, 
including general transaction and business risk, integration and synergy risk, market acceptance risk and _ risks 
associated with the diversion of management. Strategic transactions may not ultimately create value for us or our 
stockholders and may harm our reputation and materially adversely affect our business, results of operations and 
financial condition. 


Our leasing and ownership of significant amounts of real estate exposes us to possible liabilities and losses, including 
liabilities associated with environmental matters. 


We have significant real estate operations in connection with our business and are subject to the normal risks 
associated with leasing and owning real estate. Our real estate values and the costs associated with our real estate 
Operations are impacted by a variety of factors, including changes in the investment climate for real estate, 
macroeconomic trends, governmental regulations, insurance, demographic trends, supply chain management, supply 
and demand for the ownership and operation of restaurants and environmental matters. A significant change in real 
estate values, or an increase in costs as result of any of these factors, could adversely affect our results of operations and 
financial condition. 


We are subject to federal, state and local environmental, health and safety laws and regulations concerning the 
discharge, storage, handling, release and disposal of hazardous or toxic substances. These environmental laws provide 
for significant fines, penalties and liabilities, sometimes without regard to whether the owner, operator or occupant of 
the property knew of, or was responsible for, the release or presence of the hazardous or toxic substances. Third parties 
may also make claims against owners, operators or occupants of properties for personal injuries and property damage 
associated with releases of or exposure to such substances. A number of our restaurant sites were formerly gas stations 
or are adjacent to current or former gas stations or were used for other commercial activities that can create 
environmental impacts. We have not conducted a comprehensive environmental review of all of our properties and we 
may not have identified all of the potential environmental liabilities at our leased and owned properties, and any such 
liabilities identified in the future could cause us to incur significant costs, including costs associated with litigation, 
fines or clean-up responsibilities. We cannot predict the amount of future expenditures that may be required in order 
to comply with any environmental laws or regulations or to satisfy any such claims. 


We generally secure long-term real estate interests for our leased restaurants and have limited flexibility to 
quickly alter our real estate portfolio. Many leases provide that the landlord may increase the rent over the term of the 
lease and any renewals of the term. Most leases require us to pay the costs of insurance, taxes, maintenance, utilities 
and capital repairs and replacements. We generally cannot cancel these leases prior to the expiration of their term. If 
an existing or future restaurant is not profitable, and we decide to close it, we may nonetheless be committed to 
perform our obligations under the applicable lease including, among other things, paying rent, taxes and maintenance 
costs for the balance of the lease term. In addition, as each lease expires, we may fail to negotiate additional renewals 
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or renewal options, either on commercially acceptable terms or at all, which could cause us to close restaurants in 
desirable locations, negatively impacting our results of operations. 


The breakfast daypart is competitive across the restaurant industry and we may be unable to achieve or maintain 
market share or reach targeted levels of breakfast sales and profits. 


Wendy’s entered the breakfast daypart across the U.S. system in March 2020 and recently announced plans to 
launch breakfast in Canada in the second quarter of 2022. The Company and franchisee leadership worked closely to 
align on a breakfast program designed to drive incremental sales and profits through a strong economic model. 
However, we may be unable to achieve market share and reach targeted levels of breakfast sales and profits due to 
competitive pressures and responses from our competitors, some of whom are well-established in the breakfast 
daypart, or other factors, including operational complexity, food and labor costs, supply chain management, lack of 
consumer acceptance, discretionary spending patterns that differ from other dayparts and changes to customer 
mobility and daily routines, including as a result of the COVID-19 pandemic. In addition, breakfast sales could 
cannibalize sales during other parts of the day and may have negative impacts on restaurant margins. The continued 
active support and engagement of our franchisees is also critical for the successful performance of the breakfast 
daypart. The breakfast daypart may require significant financial resources, including the Company’s plans to fund 
incremental marketing and advertising campaigns. Our inability to successfully execute on our strategy for the 
breakfast daypart could have a material adverse impact on our business, results of operations and financial condition. 


Our international operations are subject to various risks and uncertainties and there is no assurance that our 
international operations will continue to be profitable. 


In addition to many of the factors described in this risk factors section, our business outside of the United 
States is subject to a number of additional risks and uncertainties, including international economic and political 
conditions, risk of corruption and violations of the U.S. Foreign Corrupt Practices Act or similar laws of other 
countries, the inability to adapt to differing cultures or consumer preferences, inadequate brand infrastructure to 
support our international activities, inability to obtain adequate supplies meeting our quality standards and product 
specifications or interruptions in obtaining such supplies, challenges and risks associated with managing and 
monitoring suppliers, restrictions on our ability to move cash out of certain foreign countries, currency regulations 
and fluctuations, diverse government regulations and tax systems, uncertain or differing interpretations of rights and 
obligations in connection with international franchise agreements, the collection of royalties and other fees from 
international franchisees, the inability to protect technology, data or intellectual property rights, compliance with 
international privacy and information security laws and regulations, the availability and cost of land, construction 
costs, other legal, financial or regulatory impediments to the development or operation of restaurants, the inability to 
identify, attract and retain experienced management, qualified franchisees and joint venture partners and ongoing 
disruptions and impacts from the COVID-19 pandemic. Adverse conditions or unforeseen events in countries that 
contain a high concentration of Wendy’s restaurants (including Canada, our largest international market), could have 
a material adverse impact on our international growth strategy and results of operations. In addition, to the extent we 
invest in international Company-operated restaurants or joint ventures, we would also have the risk of operating losses 
related to those restaurants, which could adversely affect our results of operations and financial condition. There can 
be no assurance that our international growth strategy will be successful or that our international operations will be 
profitable. 


Wendy’s opened Company-operated and franchised restaurants in the United Kingdom in 2021 and plans to 
expand into other anchor markets in Europe utilizing a franchise model. New markets may have low brand awareness 
as well as competitive conditions, consumer tastes, discretionary spending patterns and social and cultural differences 
that are more difficult to predict or satisfy than our existing markets. We may need to make greater investments than 
we originally planned in advertising and promotional activity to build brand awareness, which could negatively 
impact the profitability of our operations. In addition, we may be unable to obtain desirable locations for new 
restaurants at reasonable prices, or at all, and restaurants may have higher construction, occupancy, food and labor 
costs than we currently anticipate. Any of these risks and uncertainties, and other factors we cannot anticipate, could 
have a material adverse impact on our business, results of operations and financial condition. 
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Risks Related to Supply Chain and Labor 
Changes in commodity costs and other operating costs could adversely affect our results of operations. 


Our profitability depends in part on our ability to anticipate and react to changes in commodity costs 
(including beef, chicken, pork, dairy and grains), supplies, fuel, utilities, distribution and other operating costs, 
including labor costs. Increases in commodity costs, particularly beef or chicken prices, could adversely affect our 
future results of operations. Our business is susceptible to increases in commodity and other operating costs as a result 
of various factors beyond our control, such as general economic conditions, inflation, industry demand, energy costs, 
food safety concerns, animal disease outbreaks, product recalls and government regulations. Increasing weather 
volatility or other long-term changes in weather patterns, including related to climate change, could have a significant 
impact on the price or availability of some of our ingredients. In addition, our supply chain is subject to increased 
costs arising from actual or perceived effects of climate change, greenhouse gas emissions and scarcity of energy and 
water resources. The ongoing and long-term costs of these impacts could have a material adverse effect on our 
business if not properly mitigated. We could also be adversely impacted by the cost of products raised or grown in 
accordance with our responsible sourcing criteria, including those related to environmental sustainability and animal 
welfare, as availability of products that can be assured to meet those criteria are generally smaller and more 
concentrated, and may be more costly, than the markets for conventionally raised or grown products that are not 
assured to meet those criteria. Significant increases in expenses incurred by consumers, such as living expenses or 
gasoline prices, could also result in decreased customer counts at our restaurants, which could adversely affect our 
business. We cannot predict whether we will be able to anticipate and react to changing commodity costs by adjusting 
our purchasing practices and menu prices, and a failure to do so could adversely affect our results of operations. In 
addition, we may not seek to or be able to pass along price increases to our customers. If increased costs were passed 
to our customers, demand for our products may decrease, which in turn could adversely affect our results of 
operations. 


Shortages or interruptions in the supply or distribution of perishable food products could damage our brand and 
adversely affect our business and results of operations. 


Wendy’s and our franchisees are dependent on frequent deliveries of perishable food products that meet brand 
specifications. Shortages or interruptions in the supply of perishable food products caused by unanticipated demand, 
problems in production or distribution, labor shortages, disease or food-borne illnesses, political unrest, health 
epidemics or pandemics, inclement weather or other calamities or conditions could adversely affect the availability, 
quality and cost of ingredients, which could lower revenues, increase operating costs, damage brand reputation and 
otherwise harm our business and the businesses of our franchisees. Certain of the products sold in our restaurants, 
such as beef and chicken, are sourced from a limited number of suppliers, which may increase our reliance on those 
suppliers. In addition, our system relies on a limited number of in-line distributors to deliver certain food, packaging 
and beverage products to our restaurants. If a disruption of service from any of our key suppliers or distributors was to 
occur, we could experience short-term increases in our costs while supply and distribution channels were adjusted, 
and we may be unable to identify or negotiate with new suppliers or distributors on terms that are commercially 
reasonable to us. As discussed above, the COVID-19 pandemic has led, and could again lead, to delays or 
interruptions in the delivery of food or other supplies to Wendy’s restaurants, which could impact the availability and 
cost of certain food items at Wendy’s restaurants. 


We do not exercise ultimate control over purchasing for our restaurant system, which could harm our business, results 
of operations and financial condition. 


While we require and seek to ensure that all suppliers to the Wendy’s system meet certain quality control 
standards, our franchisees ultimately control the purchasing of food, proprietary paper, equipment and other 
operating supplies from third party suppliers through QSCC, Wendy’s independent purchasing co-op. QSCC 
manages, for the Wendy’s system in the United States and Canada, contracts for the purchase and distribution of 
food, proprietary paper, equipment and other operating supplies under national agreements with pricing based on 
total system volume. We do not control the decisions and activities of QSCC. If QSCC does not properly estimate 
the product needs of the Wendy’s system, makes poor purchasing decisions or ceases its operations, or if our 
relationship with QSCC is terminated for any reason, system sales, operating costs and supply chain management 
could be adversely affected, which could harm our franchisees and have a material adverse impact on our business, 
results of operations and financial condition. 
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Our business could be hurt by increased labor costs or labor shortages. 


Labor is a primary component in the cost of operating our restaurants. We devote significant resources to 
recruiting and training our managers and hourly employees. Increased labor costs due to competition, increased wages 
or employee benefits costs (including various federal, state and local actions to increase minimum wages), 
unionization activity or other factors would adversely impact our cost of sales and operating expenses. In addition, 
Wendy’s success depends on our ability to attract, motivate and retain qualified employees, including restaurant 
managers and staff as well as employees and key personnel at our restaurant support center, and our inability to do so 
could adversely affect our business and results of operations. Our business, results of operations and brand perception 
could also be adversely impacted by unionization efforts or other campaigns by labor organizations affecting our 
employees or the employees of our franchisees or by our responses to any such efforts or campaigns. As discussed 
above, the COVID-19 pandemic has led, and could again lead, to increased labor costs and labor shortages, which 
could materially affect our results of operations and financial condition. 


Our success depends in part upon the continued succession and retention of certain key personnel and the effectiveness 
of our leadership structure. 


We believe that over time our success has been dependent to a significant extent upon the efforts and abilities of 
our senior leadership team and other key personnel. Our failure to retain members of our senior leadership team or 
other key personnel could adversely affect our ability to build on the efforts we have undertaken to increase the 
efficiency and performance of our business. In addition, changes to our leadership and organizational structure can be 
inherently difficult to manage, and if we are unable to implement any such changes effectively, our business, results of 
operations and financial results could be adversely affected. 


Risks Related to Technology and Cybersecurity 


There are risks and uncertainties associated with our increasing dependence on digital commerce platforms and 
technologies and alternative methods of delivery. 


Advances in technologies, including advances in digital food ordering and delivery technologies, and changes in 
consumer behavior driven by such advances could have a negative effect on our business. Technology and consumer 
offerings continue to develop and evolve, and we expect that new and enhanced technologies and consumer offerings 
will be available in the future, including those with a focus on restaurant modernization, restaurant technology, digital 
engagement, online ordering and delivery. Our inability to predict consumer acceptance of new technology or our 
failure to adequately invest in new technology or adapt to technological developments, industry trends and evolving 
legal and regulatory requirements could result in a loss of customers and related market share. In addition, our 
competitors, some of whom have greater resources than we do, may be able to benefit from changes in technologies or 
consumer acceptance of such changes, which could harm our competitive position and brand. 


An increasing amount of our sales and revenues is derived from digital orders, which includes online ordering 
and delivery. We have implemented technology and targeted advertising and promotions to support the growth of our 
digital business. If we are unable to continue to grow our digital business, it may be difficult for us to achieve our 
planned sales growth. If our digital commerce platforms, including the Wendy’s mobile app and online ordering 
system, do not meet customers’ expectations in terms of security, privacy, speed, attractiveness or ease of use, 
customers may be less inclined to return to those platforms, which could negatively impact our business, results of 
operations and financial condition. Our business could also be negatively impacted if we are unable to successfully 
implement or execute other consumer-facing digital initiatives, such as mobile order pick-up and carryout. We rely on 
third-party delivery services to fulfill delivery orders, and errors or failures by those providers to make timely deliveries 
could cause customers to stop ordering from us. The third-party restaurant delivery business is intensely competitive, 
with a number of companies competing for capital, market share, online traffic and delivery drivers. If the third-party 
delivery services that we utilize cease or curtail their operations, increase their fees or give greater priority or 
promotions on their platforms to our competitors, our delivery business and our sales may be negatively impacted. If 
we are unable to successfully respond to the challenges arising from our increased reliance on our digital business, this 
could have a material adverse impact on our brand, business, results of operations and financial condition. 
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We are heavily dependent on computer systems and information technology and any material failure, misuse, 
interruption or breach of our systems or technology could adversely affect our business, results of operations and 
financial condition. 


We are heavily dependent on our computer systems and information technology, including those controlled by 
third-party providers, to conduct our business, including point-of-sale processing in our restaurants, management of 
our supply chain, collection of cash, payment of obligations and various other processes and procedures. Our ability 
to efficiently manage our business depends significantly on the reliability and capacity of our systems and technology. 
The failure of our systems and technology to operate effectively, an interruption in our systems or technology or a 
breach in security of our systems or technology could be harmful and cause delays in customer service, result in the 
loss of data, reduce efficiency or cause delays in operations. Significant capital investments might be required to 
remediate any such problems or to maintain or upgrade our systems and technology or transition to replacement 
systems or technology. Additionally, the success of certain of our strategic initiatives, including the expansion and 
acceleration of our consumer-facing digital capabilities to connect with customers and drive growth, is highly 
dependent on our systems and. technology. Any security breach involving our or our franchisees’ systems or 
technology could result in a loss of consumer confidence and potential costs associated with fraud. Also, despite our 
considerable efforts and resources to secure our systems and technology, security breaches, such as unauthorized access 
and computer viruses, may occur, resulting in system disruptions, shutdowns or unauthorized disclosure of 
confidential information, which in turn could adversely affect our business, results of operations and financial 
condition. 


We are dependent to a significant extent on our ongoing relationship with key technology providers, including 
their personnel, resources, technological expertise, systems and technology and their ability to help execute our digital, 
restaurant technology and enterprise technology initiatives and support our technology innovation and growth. The 
inability of us or our providers to successfully execute our technology growth initiatives while maintaining our brand 
value and perception could have an adverse impact on our business, results of operations and financial condition. 


The occurrence of cyber incidents, or a deficiency in cybersecurity, could negatively impact our brand, business, results 
of operations and financial condition. 


A number of retailers and other companies have experienced serious cyber incidents and breaches of their 
information technology systems, such as unauthorized access, phishing attacks, account takeovers, denial of service, 
computer viruses, introduction of malware or ransomware and other disruptive problems caused by malicious actors. 
As our reliance on technology has increased, so have the risks posed to our systems, both internal and those managed 
by third parties. Our business involves the collection and retention of customer data, including, in some instances, 
credit and debit card numbers and other personally identifiable information, in various information systems that we 
and our franchisees maintain and in those maintained by third parties with whom we and our franchisees contract to 
provide credit card processing, digital ordering and related services. We also maintain important internal data, such as 
personally identifiable information about our employees and franchisees and information relating to our operations. 
Our use of personally identifiable information is regulated by international, federal and state laws, as well as by certain 
third-party agreements. As privacy and information security laws and regulations change, we will likely incur 
additional costs to ensure that we remain in compliance with those laws and regulations. If our security and 
information systems are compromised or if our employees or franchisees fail to comply with these laws, regulations or 
contract terms, and this information is obtained by unauthorized persons or used inappropriately, it could adversely 
affect our reputation, disrupt our operations, damage our relationship with customers, franchisees or employees and 
result in costly litigation, judgments, or penalties resulting from violation of applicable laws and payment card 
industry regulations. A cyber incident could also require us to notify customers, employees or other groups, result in 
adverse publicity or a loss in consumer confidence, sales and profits, increase fees payable to third parties or cause us 
to incur penalties or remediation and other costs that could adversely affect our business, results of operations and 
financial condition. While we have implemented various processes, procedures and controls to help mitigate the risk 
of a cyber incident and maintain insurance coverage to address certain cyber incidents, these measures do not 
guarantee that a cyber incident could not occur or that our business, reputation and financial condition will not be 
adversely affected by such an incident. 


As previously reported, in 2015 and 2016, certain of our franchisees experienced cybersecurity incidents. As a 
result of those incidents, the Company was named as a defendant in separate class actions brought by consumers and 
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financial institutions, and certain of our directors and executive officers were named as defendants in a stockholder 
derivative action. These and any other claims or investigations related to cybersecurity incidents may adversely affect 
how we and our franchisees operate the business, divert the attention of management, have a negative effect on our 
reputation, and adversely affect our results of operations or financial condition. 


Risks Related to Our Indebtedness 


The Company and certain of our subsidiaries are subject to various restrictions, and substantially all of the assets of 
certain subsidiaries are security, under the terms of a securitized financing facility. 


Wendy’s Funding, LLC, a limited-purpose, bankruptcy-remote, wholly owned indirect subsidiary of the 
Company, is the master issuer (the “Master Issuer”) of outstanding senior secured notes under a securitized financing 
facility entered into in June 2015. Under the facility, the Master Issuer issued and has outstanding certain series of 
fixed rate and variable funding notes (collectively, the “Senior Notes”). The Senior Notes are secured by a security 
interest in substantially all of the assets of the Master Issuer and certain other limited-purpose, bankruptcy-remote, 
wholly-owned indirect subsidiaries of the Company that act as guarantors (collectively, the “Securitization Entities”), 
except for certain real estate assets and subject to certain limitations as set forth in the indenture governing the Senior 
Notes (the “Indenture”) and the related guarantee and collateral agreement. The assets of the Securitization Entities 
include most of the domestic and certain of the foreign revenue-generating assets of the Company and its subsidiaries, 
which principally consist of franchise-related agreements, certain Company-operated restaurants, intellectual property 
and license agreements for the use of intellectual property. 


The Senior Notes are subject to a series of covenants and restrictions customary for transactions of this type, 
including that the Master Issuer maintains specified reserve accounts to be used to make required payments in respect 
of the Senior Notes, provisions relating to optional and mandatory prepayments and the related payment of specified 
amounts, including specified make-whole payments under certain circumstances, certain indemnification payments in 
the event, among other things, the assets pledged as collateral for the Senior Notes are in stated ways defective or 
ineffective and covenants relating to recordkeeping, access to information and similar matters. The Senior Notes are 
subject to customary rapid amortization events provided for in the Indenture, including events tied to failure to 
maintain stated debt service coverage ratios, the sum of global gross sales for specified restaurants being below certain 
levels on certain measurement dates, certain manager termination events, an event of default and the failure to repay 
or refinance on the applicable scheduled maturity date. The Senior Notes are also subject to certain customary events 
of default, including events relating to non-payment of required interest, principal, or other amounts due on or with 
respect to the Senior Notes, failure to comply with covenants within certain time frames, certain bankruptcy events, 
breaches of specified representations and warranties, failure of security interests to be effective and certain judgments. 
In the event that a rapid amortization event occurs under the Indenture (including, without limitation, upon an event 
of default under the Indenture or the failure to repay the securitized debt at the end of the applicable term), the funds 
available to the Company would be reduced or eliminated, which would in turn reduce our ability to operate or grow 
our business. 


In addition, the Indenture and the related management agreement contain various covenants that limit the 
Company and its subsidiaries’ ability to engage in specified types of transactions, subject to certain exceptions, 
including, for example, to incur or guarantee additional indebtedness, sell certain assets, create or incur liens on 
certain assets to secure indebtedness or consolidate, merge, sell or otherwise dispose of all or substantially all of their 
assets. As a result of these restrictions, the Company may not have adequate resources or flexibility to continue to 
manage the business and provide for growth of the Wendy’s system, which could have a material adverse effect on the 
Company’s future growth prospects, results of operations, financial condition and liquidity. 


We have a significant amount of debt outstanding, and such indebtedness could adversely affect our business, results of 
operations and financial condition. 


As of January 2, 2022, the Company had approximately $2.4 billion of outstanding debt on its balance sheet. 
Additionally, a subsidiary of the Company has issued variable funding notes, which allows for the borrowing of up to 
$300.0 million from time to time on a revolving basis. This level of debt could have significant consequences on the 
Company’s future operations, including: (i) making it more difficult to meet payment and other obligations under 
outstanding debt; (ii) resulting in an event of default if the Company’s subsidiaries fail to comply with the financial 
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and other restrictive covenants contained in debt agreements, which event of default could result in all of the 
Company’s subsidiaries’ debt becoming immediately due and payable; (iii) reducing the availability of the Company’s 
cash flow to fund working capital, capital expenditures, equity and debt repurchases, dividends, acquisitions and other 
general corporate purposes, and limiting the Company’s ability to obtain additional financing for these purposes; 
(iv) subjecting the Company to the risk of increased sensitivity to interest rate increases on indebtedness with variable 
interest rates; (v) limiting the Company’s flexibility in planning for or reacting to, and increasing its vulnerability to, 
changes in the Company’s business or industry or the general economy; and (vi) placing the Company at a 
competitive disadvantage compared to its competitors that are less leveraged. Further, the Company’s outstanding 
variable funding notes may accrue interest based on the London interbank offered rate (“LIBOR”), which is expected 
to be discontinued in 2023. If LIBOR is discontinued, we may need to renegotiate certain loan documents and we 
cannot predict what alternative index would be negotiated with our lenders or the resulting impact on our interest 
expense. 


The ability of the Company to make payments on, repay or refinance its debt, and any additional debt, and to 
fund planned capital expenditures, dividends and other cash needs will depend largely upon its future operating 
performance and ability to generate significant cash flows. In addition, the ability of the Company to borrow funds in 
the future to make payments on its debt will depend on the satisfaction of the covenants in the securitized financing 
facility and other debt agreements, and other agreements it may enter into in the future. There can be no assurance 
that the Company’s business will generate sufficient cash flow from operations or that future borrowings will be 
available under the Company’s securitized financing facility or other debt agreements or from other sources in an 
amount sufficient to enable the Company to pay its debt or to fund its dividend and other liquidity needs. 


In addition to the Company’s outstanding indebtedness, the Company is subject to risks related to certain 
commitments, guarantees and other liabilities. For example, certain of the Company’s subsidiaries have significant 
contractual requirements for the purchase of soft drinks. If consumer preferences change and customers purchase 
fewer soft drinks than expected or estimated, such contractual commitments may adversely affect the financial 
condition of the Company. The Company has also provided loan guarantees to various lenders on behalf of 
franchisees entering into debt arrangements for new restaurant development and equipment financing. In addition, 
certain of the Company’s subsidiaries also guarantee or are contingently liable for certain leases of their respective 
franchisees for which they have been indemnified. These commitments, guarantees and other liabilities could have an 
adverse effect on the Company’s liquidity and the ability of its subsidiaries to meet payment obligations. 


The Company may incur additional indebtedness, guarantees, commitments or other liabilities in the future. If 
new debt, guarantees, commitments or other liabilities are added to the Company’s current consolidated debt levels, 
the related risks that the Company now faces could be amplified. 


Risks Related to Our Common Stock 


There can be no assurance regarding whether or to what extent we will pay dividends on our common stock in the 


future. 


Holders of our common stock will only be entitled to receive such dividends as our Board of Directors may 
declare out of funds legally available for such payments. Any dividends will be made at the discretion of our Board of 
Directors and will depend on our earnings, financial condition, cash requirements and such other factors as the Board 
may deem relevant from time to time. In addition, because Wendy’s is a holding company, its ability to declare and 
pay dividends is dependent upon cash, cash equivalents and short-term investments on hand and cash flows from its 
subsidiaries. The ability of our subsidiaries to pay cash dividends to the holding company is dependent upon their 
ability to achieve sufficient cash flows after satisfying their respective cash requirements, including the requirements 
and restrictions under our securitized financing facility and other debt agreements. 


A substantial amount of our common stock is concentrated in the hands of certain stockholders. 


Nelson Peltz, our Chairman, Peter May, our Senior Vice Chairman, Matthew Peltz, our Vice Chairman, and 
Edward Garden, a former director of the Company, beneficially own shares of our outstanding common stock that 
collectively constitute approximately 19% of the Company’s total voting power as of February 22, 2022. These 
individuals may, from time to time, acquire beneficial ownership of additional shares of common stock. 
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On December 1, 2011, the Company entered into an agreement (the “Trian Agreement”) with Messrs. N. 
Peltz, May and Garden, and several of their affiliates (the “Covered Persons”). Pursuant to the Trian Agreement, our 
Board of Directors, including a majority of the independent directors, approved, for purposes of Section 203 of the 
Delaware General Corporation Law, the Covered Persons becoming the owners (as defined in Section 203(c)(9)) of or 
acquiring an aggregate of up to (and including), but not more than, 32.5% (subject to certain adjustments set forth in 
the Trian Agreement) of the outstanding shares of the Company’s common stock, such that no such persons would 
be subject to the restrictions set forth in Section 203 solely as a result of such ownership. This concentration of 
ownership gives these individuals significant influence over the outcome of actions requiring stockholder approval, 
including the election of directors and the approval of mergers, consolidations and the sale of all or substantially all of 
the Company’s assets. They are also in a position to have significant influence to prevent or cause a change in control 
of the Company. 


Our certificate of incorporation contains certain anti-takeover provisions and permits our Board of Directors to issue 
preferred stock without stockholder approval and limits our ability to raise capital from affiliates. 


Certain provisions in our certificate of incorporation are intended to discourage or delay a hostile takeover of 
control of the Company. Our certificate of incorporation authorizes the issuance of shares of “blank check” preferred 
stock, which will have such designations, rights and preferences as may be determined from time to time by our Board 
of Directors. Accordingly, our Board of Directors is empowered, without stockholder approval, to issue preferred 
stock with dividend, liquidation, conversion, voting or other rights that could adversely affect the voting power and 
other rights of the holders of our common stock. The preferred stock could be used to discourage, delay or prevent a 
change in control of the Company that is determined by the Board of Directors to be undesirable. Our certificate of 
incorporation prohibits the issuance of preferred stock to affiliates, unless offered ratably to the holders of our 
common stock, subject to an exception in the event that the Company is in financial distress and the issuance is 
approved by the Audit Committee of our Board of Directors. This prohibition limits our ability to raise capital from 
affiliates. 


General Business Risks 
Complaints or litigation could hurt our brand, business, results of operations and financial condition. 


Wendy’s customers may file complaints or lawsuits against us or our franchisees alleging that we are responsible 
for an illness or injury they suffered at or after a visit to a Wendy’s restaurant, or alleging that there was a problem 
with food quality or operations at a Wendy’s restaurant. We may also be subject to a variety of other claims arising in 
the ordinary course of our business, including personal injury claims, contract claims, claims from franchisees, 
intellectual property claims, data privacy claims and claims alleging violations of law regarding workplace and 
employment matters, discrimination and similar matters, including class action lawsuits. Regardless of whether any 
claims against us are valid or whether we are found to be liable, claims may be expensive to defend and may divert 
management's attention away from operations, hurt our performance and have a negative impact on our brand. While 
we believe we have adequate accruals for all of our legal and environmental matters, we cannot estimate the aggregate 
possible range of loss for our existing litigation and claims due to most proceedings being in preliminary stages, with 
various motions either yet to be submitted or pending, discovery yet to occur, and significant factual matters 
unresolved. In addition, most cases seek an indeterminate amount of damages and many involve multiple parties. 
Predicting the outcomes of settlement discussions or judicial or arbitral decisions are thus inherently difficult. 
Insurance policies contain customary limitations, conditions and exclusions that can affect the amount of insurance 
proceeds ultimately received. A judgment significantly in excess of our insurance coverage for any claims could 
materially adversely affect our results of operations or financial condition. Additionally, the restaurant industry has 
been subject to a number of claims alleging that the menus and actions of restaurant chains have contributed to the 
obesity or otherwise adversely impacted the health of certain of their customers. Adverse publicity resulting from these 
allegations may harm the reputation of our restaurants, even if the allegations are not directed against our restaurants 
or are not valid. Moreover, complaints, litigation or adverse publicity experienced by one or more of our franchisees 
could also hurt our brand or business as a whole. 
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Existing and changing legal and regulatory requirements, as well as an increasing focus on environmental, social and 
S SINg eg a4 ry 4 
governance issues, could adversely affect our brand, business, results of operations and financial condition. 


Each Wendy’s restaurant is subject to licensing and regulation by health, sanitation, safety and other agencies in 
the state or municipality in which the restaurant is located, as well as to federal laws, rules and regulations and 
requirements of non-governmental entities such as payment card industry rules. Governmental authorities may enact 
laws, rules or regulations that impact restaurant operations and the cost of conducting those operations. In addition, 
there can be no assurance that we and our franchisees will not experience material difficulties or failures in obtaining 
the necessary licenses or approvals for opening new restaurants. More stringent and varied requirements of local 
regulators with respect to tax, zoning, land use and environmental factors could also delay or prevent development of 
new restaurants in particular locations. 


We are subject to various laws and regulations that govern the offer and sale of a franchise, including rules by 
the U.S. Federal Trade Commission. Various state, provincial and foreign laws regulate certain aspects of the franchise 
relationship, including terminations and the refusal to renew franchises. The failure to comply with these laws and 
regulations in any jurisdiction or to obtain required government approvals could result in a ban or temporary 
suspension on future franchise sales, fines and penalties or require us to make offers of rescission or restitution, any of 
which could adversely affect our business and results of operations. We could also face lawsuits by franchisees based 
upon alleged violations of these laws. We and our franchisees are each also subject to laws and regulations that govern 
employment matters at the federal/national, state/provincial and local levels. In the United States, this includes laws 
like the Fair Labor Standards Act, which governs such matters as minimum wages, overtime and other working 
conditions, Title VI, the Age Discrimination in Employment Act, the Americans with Disabilities Act, the National 
Labor Relations Act, family leave, paid sick time and similar requirements and a variety of other laws, regulations and 
rules. Changes in laws, regulations, rules and governmental policies, including the interpretation thereof, could 
increase our costs, require modifications to our business practices, result in increased litigation, investigations, 
enforcement actions, fines or liabilities and adversely affect our business, results of operations and financial condition. 
For example, a California law enacted in 2019 adopted a worker classification test to be used when determining 
employee or independent contractor status. Although we do not believe this law applies to our franchisees or their 
employees, changes in the legal framework of employment or franchise liability could negatively impact our business, 
particularly if such changes result in any law, rule, regulation, governmental policy or interpretation or judicial 
decision determining that Wendy’s is an employer of its franchisees or a joint employer with our franchisees or 
otherwise imposing liability for employment-related claims or impacting our employment relationships based on 
theories of joint employer liability or other theories of vicarious liability. If we are unable to effectively manage the 
risks associated with our complex regulatory environment, it could have a material adverse effect on our business and 
financial condition. 


We are also subject to legal and compliance risks related to privacy and data collection, protection and 
management of certain data and information associated with our technology-related services and platforms made 
available to customers, employees, franchisees, business partners or other third parties. We are subject to a variety of 
USS. federal and state and foreign laws and regulations in this area. These laws and regulations have been subject to 
frequent change, and there may be jurisdictions that propose or enact new data privacy requirements in the future. 
Failure to meet applicable data privacy requirements could result in substantial penalties and adversely impact our 
business and financial condition. Additionally, evolving laws and regulations could require us and our franchisees to 
change or limit the way we collect or use information in operating our business, which may result in additional costs, 
limit our marketing or growth strategies and adversely affect our business and results of operations. 


There has been increasing public focus by investors, environmental activists, the media and governmental and 
nongovernmental organizations on social and environmental sustainability matters, including packaging and waste, 
animal health and welfare, human rights, climate change, greenhouse gases and land, energy and water use. As a 
result, we have experienced increased pressure and expectations to provide expanded disclosure and make 
commitments, establish goals or set targets with respect to various environmental and social issues and to take the 
actions necessary to meet those commitments, goals and targets. If we are not effective in addressing social and 
environmental sustainability matters, consumer trust in our brand may suffer. In addition, the actions needed to 
achieve our commitments, goals and targets could result in market, operational, execution and other costs, which 
could have a material adverse effect on our results of operation and financial condition. Our results of operation and 
financial condition could be adversely impacted if we are unable to effectively manage the risks or costs to us, our 
franchisees and our supply chain associated with social and environmental sustainability matters. 
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Our current insurance may not provide adequate levels of coverage against claims that have been or may be filed. 


We currently maintain insurance that we believe to be adequate for businesses of our size and type. However, 
there are types of losses we could encounter that cannot be insured against or that we believe are not economically 
reasonable to insure, such as losses due to natural disasters, acts of terrorism or the declaration of war. In addition, we 
currently self-insure a significant portion of expected losses under workers’ compensation, general liability, products 
liability, auto liability and property insurance programs. Unanticipated changes in the actuarial assumptions and 
management estimates underlying our reserves for these losses could result in materially different amounts of expense, 
which could harm our business and adversely affect our results of operations and financial condition. We also 
currently maintain insurance coverage to address cyber incidents. Applicable insurance policies contain customary 
limitations, conditions and exclusions, and there can be no assurance that our cyber insurance policies will cover 
substantially all of the costs and expenses related to any previous or future cyber incidents. In addition, our future 
insurance premiums may increase, and we may be unable to obtain similar levels of insurance on reasonable terms, or 
at all, due to challenging conditions in the insurance industry. Any inadequacy of, or inability to obtain, insurance 
coverage could have a material adverse effect on our results of operation and financial condition. 


Changes in accounting standards, or the recognition of impairment or other charges, could adversely affect our future 
results of operations. 


New accounting standards or changes in financial reporting requirements, accounting principles or practices, 
including with respect to our critical accounting estimates, could adversely affect our future results. We may also be 
affected by the nature and timing of decisions about underperforming markets or assets, including decisions that 
result in impairment or other charges that reduce our earnings. In assessing the recoverability of our long-lived assets, 
goodwill and intangible assets, we consider changes in economic conditions and make assumptions regarding 
estimated future cash flows and other factors. These estimates are highly subjective and can be significantly impacted 
by many factors such as business and economic conditions, operating costs, inflation, competition, consumer and 
demographic trends and restructuring activities. If our estimates or underlying assumptions change in the future, or if 
the operating performance or cash flows of our business decline, we may be required to record impairment charges, 
which could have a significant adverse effect on our reported results for the affected periods. 


Tax matters, including changes in tax rates or laws, imposition of new taxes, disagreements with taxing authorities 
and unanticipated tax liabilities, could impact our results of operations and financial condition. 


We are subject to income and other taxes in the United States and foreign jurisdictions, and our operations, 
plans and results are affected by tax matters and initiatives around the world. In particular, we are affected by the 
impact of changes to tax rates, laws or policies or related authoritative interpretations. We are also impacted by the 
settlement of adjustments proposed by taxing and governmental authorities in connection with our tax reviews and 
audits, all of which will depend on their timing, nature and scope. While we believe our recorded provision for 
income taxes properly reflects all applicable tax laws as currently enacted, there can be no assurance that we would be 
successful in challenging adjustments by the relevant tax authorities. Any significant increases in income tax rates, 
changes in income tax laws or unfavorable resolution of tax matters could have a material adverse impact on our 
results of operations and financial condition. 


Our operations are subject to fluctuations in foreign currency exchange rates. 


Most of our revenues, costs and indebtedness is denominated in U.S. dollars, which is also our reporting 
currency. Our international operations that are denominated in currencies other than the U.S. dollar are translated to 
US. dollars for our financial reporting purposes and are impacted by fluctuations in currency exchange rates and 
changes in currency regulations. Our exposures to foreign currency risk are primarily related to fluctuations in the 
Canadian dollar relative to the U.S. dollar for our Canadian operations. Unfavorable currency fluctuations could 
reduce our royalty income and revenues. While we attempt to minimize our foreign currency risks, our risk 
management strategies may not be effective and our results of operations and financial condition could be adversely 


affected. 
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Our results can be adversely affected by unforeseen events, such as adverse weather conditions, natural disasters, 
hostilities, social unrest, health epidemics or pandemics or other catastrophic events. 


Unforeseen events, such as adverse weather conditions, natural disasters, hostilities (including acts of war, 
terrorist activities and public or workplace violence), social unrest, health epidemics or pandemics or other 
catastrophic events can adversely affect consumer spending, consumer confidence, restaurant sales and operations, 
supply chains and our ability to perform corporate or support functions at our restaurant support center, any of which 
could affect our business, results of operations and financial condition. 


Item 1B. Unresolved Staff Comments. 


None. 


Item 2. Properties. 


We believe that our properties, taken as a whole, are generally well maintained and are adequate for our current 
and foreseeable business needs. 


The following table contains information about our principal office facilities as of January 2, 2022: 





APPROXIMATE 
LAND SQ. FT. OF 
ACTIVE FACILITIES FACILITIES LOCATION TITLE FLOOR SPACE 
Corporate Headquarters ............... Dublin, Ohio Owned 324,025* 
Wendy’s Restaurants of Canada Inc. ...... Burlington, Ontario, Canada _— Leased 8,917** 


QSCC, Wendy’s independent supply chain purchasing co-op, leases 18.774 square feet of this space from 
Wendy’s. The Corporate Headquarters serves all of our operating segments. 


** The Wendy’s Restaurants of Canada Inc. facility primarily serves the International operating segment. 


At January 2, 2022, Wendy’s and its franchisees operated 6,949 Wendy’s restaurants. Of the 403 Company- 
operated restaurants in the Wendy’s U.S. segment, Wendy’s owned the land and building for 159 restaurants, owned 
the building and held long-term land leases for 141 restaurants and held leases covering the land and building for 103 
restaurants. Wendy’s also held leases covering the land and building for each of the five Company-operated 
restaurants in the Wendy’s International segment. Lease terms are generally initially between 15 and 20 years and, in 
most cases, provide for rent escalations and renewal options. Certain leases contain contingent rent provisions that 
require additional rental payments based upon restaurant sales volume in excess of specified amounts. As part of the 
Global Real Estate & Development segment, Wendy’s also owned 485 and leased 1,235 properties that were either 
leased or subleased principally to franchisees as of January 2, 2022. Surplus land and buildings are generally held for 
sale and are not material to our financial condition or results of operations. 


Item 3. Legal Proceedings. 


The Company is involved in litigation and claims incidental to our business. We provide accruals for such 
litigation and claims when we determine it is probable that a liability has been incurred and the loss is reasonably 
estimable. The Company believes it has adequate accruals for all of its legal and environmental matters. We cannot 
estimate the aggregate possible range of loss for our existing litigation and claims for various reasons, including, but 
not limited to, many proceedings being in preliminary stages, with various motions either yet to be submitted or 
pending, discovery yet to occur and/or significant factual matters unresolved. In addition, most cases seek an 
indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of settlement 
discussions or judicial or arbitral decisions is thus inherently difficult and future developments could cause these 
actions or claims, individually or in aggregate, to have a material adverse effect on the Company’s financial condition, 
results of operations, or cash flows of a particular reporting period. 


Item 4. Mine Safety Disclosures. 
Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer 
Purchases of Equity Securities. 


The Company’s common stock is traded on the Nasdaq Global Select Market (“Nasdaq”) under the symbol 
“WEN.” 


The Company’s common stock is entitled to one vote per share on all matters on which stockholders are 
entitled to vote. The Company has no class of equity securities currently issued and outstanding except for its 
common stock. However, the Company is currently authorized to issue up to 100 million shares of preferred stock. 


The Company paid quarterly cash dividends of $0.12, $0.05, $0.05 and $0.07 per share of common stock 
during the first, second, third and fourth quarters of 2020, respectively. The Company paid quarterly cash dividends 
of $0.09, $0.10, $0.12 and $0.12 per share of common stock during the first, second, third and fourth quarters of 
2021, respectively. 


During the first quarter of 2022, the Company declared a dividend of $0.125 per share of common stock to be 
paid on March 15, 2022 to stockholders of record as of March 7, 2022. Although the Company currently intends to 
continue to declare and pay quarterly cash dividends, there can be no assurance that any additional quarterly cash 
dividends will be declared or paid or as to the amount or timing of such dividends, if any. Future dividend payments, 
if any, will be made at the discretion of our Board of Directors and will be based on such factors as the Company’s 
earnings, financial condition and cash requirements and other factors. 


As of February 22, 2022, there were approximately 21,119 holders of record of the Company’s common stock. 


The following table provides information with respect to repurchases of shares of our common stock by us and 
our “affiliated purchasers” (as defined in Rule 10b-18(a)(3) under the Exchange Act) during the fourth fiscal quarter 
of 2021: 


Issuer Repurchases of Equity Securities 








Total Number of Approximate Dollar 
Shares Purchased Value of Shares 
as Part of that May Yet Be 
Total Number of Average Price Publicly Announced Purchased Under 
Period Shares Purchased (1) Paid per Share Plan the Plan (2) 
October 4, 2021 
through 701,581 $22.23 697,485 $125,071,941 


November 7, 2021 


November 8, 2021 
through 4,913,130 $21.64 4,913,130 $18,750,022 


December 5, 2021 (3) 
December 6, 2021 





























through 1,386 $22.16 — $18,750,022 
January 2, 2022 
Total 5,616,097 $21.71 5,610,615 $18,750,022 





(1) Includes 5,482 shares of common stock reacquired by the Company from holders of share-based awards to satisfy 
certain requirements associated with the vesting or exercise of the respective award. The shares were valued at the 
fair market value of the Company’s common stock on the vesting or exercise date of such awards, as set forth in 
the applicable plan document. 


(2 


— 


In February 2020, our Board of Directors authorized the repurchase of up to $100.0 million of our common 
stock through February 28, 2021, when and if market conditions warranted and to the extent legally permissible. 
In July 2020, our Board of Directors approved an extension of the February 2020 authorization by one year, 
through February 28, 2022. In May 2021, August 2021, and November 2021, our Board of Directors approved 
increases of $50.0 million, $70.0 million and $80.0 million, respectively, to the February 2020 authorization, 
resulting in an aggregate authorization of $300.0 million that expired on February 28, 2022. 
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(3) In November 2021, the Company entered into an accelerated share repurchase agreement (the “2021 ASR 
Agreement”) with a third-party financial institution to repurchase common stock as part of the Company’s 
existing share repurchase program. Under the 2021 ASR Agreement, the Company paid the financial institution 
an initial purchase price of $125.0 million in cash and received an initial delivery of 4.9 million shares of 
common stock, representing an estimated 85% of the total shares expected to be delivered under the 2021 ASR 
Agreement. 


In February 2022, the Company completed the 2021 ASR Agreement and received an additional 0.7 million 
shares of common stock. The total number of shares of common stock ultimately purchased by the Company under 
the 2021 ASR Agreement was based on the average of the daily volume-weighted average prices of the common stock 
during the term of the 2021 ASR Agreement, less an agreed upon discount. In total, 5.6 million shares were delivered 
under the 2021 ASR Agreement at an average purchase price of $22.22 per share. With the completion of the 2021 
ASR Agreement, the Company completed its $300.0 million February 2020 authorization. 


In February 2022, our Board of Directors authorized the repurchase of up to $100.0 million of our common 
stock through February 28, 2023, when and if market conditions warrant and to the extent legally permissible. 


Item 6. [Reserved] 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
Introduction 


This “Management’s Discussion and Analysis of Financial Condition and Results of Operations” of The 
Wendy’s Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company,” “we,” “us,” or 
“our”) should be read in conjunction with the consolidated financial statements and the related notes that appear 
elsewhere within this report. Certain statements we make under this Item 7 constitute “forward-looking statements” 
under the Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking 
Statements and Projections” in “Part I” preceding “Item 1 - Business.” You should consider our forward-looking 
statements in light of the risks discussed under the heading “Risk Factors” in Item 1A above, as well as our 
consolidated financial statements, related notes and other financial information appearing elsewhere in this report and 
our other filings with the Securities and Exchange Commission (the “SEC”). 


The Wendy’s Company is the parent company of its 100% owned subsidiary holding company, Wendy’s 
Restaurants, LLC (“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company of Wendy’s International, 
LLC (formerly known as Wendy’s International, Inc). Wendy’s International, LLC is the indirect parent company of 
(1) Quality Is Our Recipe, LLC (“Quality”), which is the owner and franchisor of the Wendy’s restaurant system in 
the United States (the “U.S.”) and all international jurisdictions except for Canada, and (2) Wendy’s Restaurants of 
Canada Inc., which is the owner and franchisor of the Wendy’s restaurant system in Canada. As used herein, unless 
the context requires otherwise, the term “Company” refers to The Wendy's Company and its direct and indirect 
subsidiaries, and “Wendy’s” refers to Quality when the context relates to the ownership or franchising of the Wendy’s 
restaurant system and to Wendy’s International, LLC when the context refers to the Wendy’s brand. 


Wendy’s is primarily engaged in the business of operating, developing and franchising a system of distinctive 
quick-service restaurants serving high quality food. Wendy’s opened its first restaurant in Columbus, Ohio in 1969. 
Today, Wendy’s is the second largest quick-service restaurant company in the hamburger sandwich segment in the 
U.S. based on traffic share, and the third largest globally with 6,949 restaurants in the U.S. and 31 foreign countries 
and U.S. territories as of January 2, 2022. 


The Company is comprised of the following segments: (1) Wendy’s U.S., (2) Wendy’s International and 
(3) Global Real Estate & Development. Wendy’s U.S. includes the operation and franchising of Wendy’s restaurants 
in the U.S. and derives its revenues from sales at Company-operated restaurants and royalties, fees and advertising 
fund collections from franchised restaurants. Wendy’s International includes the operation and franchising of 
Wendy’s restaurants in countries and territories other than the U.S. and derives its revenues from sales at Company- 
operated restaurants and royalties, fees and advertising fund collections from franchised restaurants. Global Real 
Estate & Development includes real estate activity for owned sites and sites leased from third parties, which are leased 
and/or subleased to franchisees, and also includes our share of the income of our TimWen real estate joint venture. In 
addition, Global Real Estate & Development earns fees from facilitating franchisee-to-franchisee restaurant transfers 
(“Franchise Flips”) and providing other development-related services to franchisees. In this Item 7. “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations,” the Company reports on the segment 
profit for each of the three segments described above. The Company measures segment profit using segment adjusted 
earnings before interest, taxes, depreciation and amortization (“EBITDA”). Segment adjusted EBITDA excludes 
certain unallocated general and administrative expenses and other items that vary from period to period without 
correlation to the Company’s core operating performance. See “Results of Operations” below and Note 26 of the 
Financial Statements and Supplementary Data contained in Item 8 herein for segment financial information. 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 2, 2022” or “2021,” which consisted of 
52 weeks, (2) “the year ended January 3, 2021” or “2020,” which consisted of 53 weeks, and (3) “the year ended 
December 29, 2019” or “2019,” which consisted of 52 weeks. All references to years, quarters and months relate to 
fiscal periods rather than calendar periods. 


Executive Overview 
Our Business 
As of January 2, 2022, the Wendy’s restaurant system was comprised of 6,949 restaurants, with 5,938 Wendy’s 


restaurants in operation in the U.S. Of the U.S. restaurants, 403 were operated by the Company and 5,535 were 
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operated by a total of 228 franchisees. In addition, at January 2, 2022, there were 1,011 Wendy’s restaurants in 
operation in 31 foreign countries and U.S. territories. Of the international restaurants, 1,006 were operated by 
franchisees and five were operated by the Company in the United Kingdom (the “U.K.”). 


The revenues from our restaurant business are derived from two principal sources: (1) sales at Company- 
operated restaurants and (2) franchise-related revenues, including royalties, national advertising funds contributions, 
rents and franchise fees received from Wendy’s franchised restaurants. Company-operated restaurants comprised 
approximately 5% of the total Wendy’s system as of January 2, 2022. 


Wendy’s operating results are impacted by a number of external factors, including commodity costs, labor costs, 
intense price competition, unemployment and consumer spending levels, general economic and market trends and 
weather. The COVID-19 pandemic has had and may continue to have the effect of heightening the impact of many 
of these factors. See “COVID-19 Update” below and “Special Note Regarding Forward-Looking Statements and 


Projections” in “Part I” preceding “Item 1—Business” for additional information. 


Wendy’s long-term growth opportunities include investing in accelerated global growth through (1) building 
our breakfast daypart, (2) accelerating our implementation of consumer-facing digital platforms and technologies and 
(3) expanding the Company’s footprint through targeted U.S. restaurant expansion and accelerated international 
restaurant expansion. 


Key Business Measures 


We track our results of operations and manage our business using the following key business measures, which 
include non-GAAP financial measures: 


¢ Same-Restaurant Sales — We report same-restaurant sales commencing after new restaurants have been open 
for 15 continuous months and as soon as reimaged restaurants reopen. Restaurants temporarily closed. for 
more than one week are excluded from same-restaurant sales. For 2020, same-restaurant sales excluded the 
impact of a 53" operating week. For 2020, same-restaurant sales compared the 52 weeks from December 30, 
2019 through December 27, 2020 to the 52 weeks from December 31, 2018 through December 29, 2019. 
For 2021, same-restaurant sales compared the 52 weeks from January 4, 2021 through January 2, 2022 to 
the 52 weeks from January 6, 2020 through January 3, 2021. This methodology is consistent with the metric 
used by our management for internal reporting and analysis. The table summarizing same-restaurant sales 
below in “Results of Operations” provides the same-restaurant sales percent changes. 


e Restaurant Margin — We define restaurant margin as sales from Company-operated restaurants less cost of 
sales divided by sales from Company-operated restaurants. Cost of sales includes food and paper, restaurant 
labor and occupancy, advertising and other operating costs. Restaurant margin is influenced by factors such 
as price increases, the effectiveness of our advertising and marketing initiatives, featured products, product 
mix, fluctuations in food and labor costs, restaurant openings, remodels and closures and the level of our 
fixed and semi-variable costs. 


¢ Systemwide Sales — Systemwide sales is a non-GAAP financial measure, which includes sales by both 
Company-operated restaurants and franchised restaurants. Franchised restaurants’ sales are reported by our 
franchisees and represent their revenues from sales at franchised Wendy’s restaurants. The Company’s 
consolidated financial statements do not include sales by franchised restaurants to their customers. The 
Company’s royalty and advertising funds revenues are computed as percentages of sales made by Wendy's 
franchisees. As a result, sales by Wendy’s franchisees have a direct effect on the Company’s royalty and 
advertising funds revenues and profitability. 


¢ Average Unit Volumes — We calculate Company-operated restaurant average unit volumes by summing the 
average weekly sales of all Company-operated restaurants which reported sales during the week. Average unit 
volumes exclude the impact of the 53'4 week of 2020. For 2020, average unit volumes are calculated using 
the 52 weeks from December 30, 2019 through December 27, 2020. 


Franchised restaurant average unit volumes is a non-GAAP financial measure, which includes sales by 
franchised restaurants, which are reported by our franchisees and represent their revenues from sales at 
franchised Wendy’s restaurants. The Company’s consolidated financial statements do not include sales by 
franchised restaurants to their customers. We calculate franchised restaurant average unit volumes by 
summing the average weekly sales of all franchised restaurants which reported sales during the week. 
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The Company calculates same-restaurant sales and systemwide sales growth on a constant currency basis. 
Constant currency results exclude the impact of foreign currency translation and are derived by translating current 
year results at prior year average exchange rates. The Company believes excluding the impact of foreign currency 
translation provides better year over year comparability. 


Same-restaurant sales and systemwide sales exclude sales from Argentina and Venezuela due to the highly 
inflationary economies of those countries. The Company considers economies that have had cumulative inflation in 
excess of 100% over a three-year period as highly inflationary. 


The Company believes its presentation of same-restaurant sales, restaurant margin, systemwide sales and average 
unit volumes, including franchised restaurant average unit volumes, provide a meaningful perspective of the 
underlying operating performance of the Company’s current business and enables investors to better understand and 
evaluate the Company’s historical and prospective operating performance. The Company believes that these metrics 
are important supplemental measures of operating performance because they highlight trends in the Company’s 
business that may not otherwise be apparent when relying solely on GAAP financial measures. The Company believes 
investors, analysts and other interested parties use these metrics in evaluating issuers and that the presentation of these 
measures facilitates a comparative assessment of the Company’s operating performance. With respect to same- 
restaurant sales, systemwide sales and franchised restaurant average unit volumes, the Company also believes that the 
data is useful in assessing consumer demand for the Company’s products and the overall success of the Wendy’s 


brand. 


The non-GAAP financial measures discussed above do not replace the presentation of the Company’s financial 
results in accordance with GAAP. Because all companies do not calculate non-GAAP financial measures in the same 
way, these measures as used by other companies may not be consistent with the way the Company calculates such 
measures. 


2021 Financial Highlights 
e Revenue increased 9.4% to $1.9 billion in 2021 compared to $1.7 billion in 2020; 


¢ Global same-restaurant sales increased 10.0%, U.S. same-restaurant sales increased 9.2% and international 
same-restaurant sales increased 17.6% compared to 2020; 


¢ Company-operated restaurant margin was 16.7% in 2021, an increase of 180 basis points compared to 2020; 
and 


¢ Net income increased 70.1% to $200.4 million in 2021 compared to $117.8 million in 2020. 


COVID-19 Update 


In March 2020, the World Health Organization declared the novel strain of coronavirus (COVID-19) a global 
pandemic. We continue to monitor the dynamic nature of the COVID-19 pandemic on our business, results and 
financial condition; however, we cannot predict the ultimate duration, scope or severity of the COVID-19 pandemic 
or its ultimate impact on our results of operations, financial condition and prospects. 


In response to the pandemic, in March 2020, Wendy’s updated its brand standard to include the closure of all 
dining rooms except where there were specific needs, or a drive-thru or pick-up window option was not available, 
subject to applicable federal, state and local requirements. Substantially all Wendy’s restaurants continued to offer 
drive-thru and delivery service to our customers. During the second quarter of 2020, the Company began to 
implement its restaurant and dining room reopening process through a phased approach in accordance with federal, 
state and local requirements, with customer and team member safety as its top priority. Dining rooms have been 
re-opening at each restaurant owner’s discretion, subject to applicable regulatory restrictions. During 2021, restaurant 
operations have been impacted by increased pressure on labor availability brought about by both the COVID-19 
pandemic and other macroeconomic factors; however, as of January 2, 2022, substantially all restaurants were open 
across the Wendy’s system, and the majority of restaurants had dining rooms open. Global systemwide same- 
restaurant sales during 2021 increased 10.0%, in part due to a significant increase in customer count compared with 
the adversely impacted fiscal months of March through June 2020. 
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Breakfast 


Wendy’s long-term growth opportunities include investing in accelerated global growth, which includes 
building upon our breakfast daypart. Since the launch of breakfast across the U.S. system in March 2020, systemwide 
sales have benefited from this new daypart, with breakfast representing approximately 7.3% of U.S. systemwide sales 
during 2021 and 7.8% during the fourth quarter of 2021. The Company funded $25.0 million of incremental 
advertising to support the breakfast daypart during 2021, which continued to drive trial and acceleration of the 
Company’s breakfast offering. The Company recently announced plans to launch breakfast in Canada in the second 
quarter of 2022, which will increase the percentage of global systemwide restaurants serving breakfast to 
approximately 95%. 


Digital 

Wendy’s long-term growth opportunities include accelerated implementation of consumer-facing digital 
platforms and technologies. The Company has invested significant resources to focus on consumer-facing technology, 
including activating mobile ordering via Wendy’s mobile app, launching the Wendy’s Rewards loyalty program and 
establishing delivery agreements with third-party vendors. The Company’s digital business continues to grow and 
represented approximately 8.5% of global systemwide sales during 2021, with the fourth quarter of 2021 reaching 
approximately 9.5%. The Company is also partnering with key technology providers to help execute our digital, 
restaurant technology and enterprise technology initiatives and support our technology innovation and growth. 


New Restaurant Development 


Wendy’s long-term growth opportunities include expanding the Company’s footprint through targeted U.S. 
restaurant expansion and accelerated international restaurant expansion. To promote new restaurant development, the 
Company has provided franchisees with certain incentive programs for qualifying new restaurants, including technical 
assistance fee waivers and reductions in royalty and national advertising payments. During 2021, the Company and 
its franchisees added 121 net new restaurants across the Wendy’s system. The Company expects to reach 8,500 to 
9,000 systemwide restaurants by the end of 2025. 


REEF Kitchens Development Commitment 


On August 11, 2021, the Company announced a development commitment by REEF Kitchens (“REEF”) to 
open and operate 700 delivery kitchens over a five-year period across the U.S., Canada and the U.K. 


Strategic Build to Suit Development Fund 


On August 11, 2021, the Company announced the creation of a $100.0 million strategic build to suit 
development fund to drive additional new restaurant growth that is being funded by the additional cash that was 
obtained as part of the Company’s debt refinancing transaction completed in June 2021. The Company expects the 
development fund to drive approximately 80 to 90 new franchise restaurants from 2022 to 2025. 


System Optimization Initiative 


The Company’s system optimization initiative includes a shift from Company-operated restaurants to 
franchised restaurants over time, through acquisitions and dispositions, as well as facilitating Franchise Flips. As of 
January 1, 2017, the Company achieved its plan to reduce its ongoing Company-operated restaurant ownership to 
approximately 5% of the total system. While the Company has no plans to move its ownership away from 
approximately 5% of the total system, the Company expects to continue to optimize the Wendy’s system through 
Franchise Flips, as well as evaluating strategic acquisitions of franchised restaurants and strategic dispositions of 
Company-operated restaurants to existing and new franchisees, to further strengthen the franchisee base, drive new 
restaurant development and accelerate reimages. 


During 2021, the Company completed the sale of 47 Company-operated restaurants in New York (including 
Manhattan) to franchisees, resulting in net gains totaling $30.8 million. Gains and losses recognized on dispositions 
are recorded to “System optimization gains, net” in our consolidated statements of operations. See Note 4 of the 
Financial Statements and Supplementary Data contained in Item 8 herein for further information on the dispositions. 
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In addition, during 2021, the Company completed a transaction to acquire 93 franchise-operated restaurants in 
Florida for $127.9 million. See Note 3 of the Financial Statements and Supplementary Data contained in Item 8 
herein for further information on the acquisition. 


Debt Refinancing 


In June 2021, the Company completed a refinancing transaction under which the Company issued fixed rate 
senior secured notes in the following 2021-1 series: Class A-2-I with an interest rate of 2.370% and initial principal 
amount of $450.0 million and Class A-2-II with an interest rate of 2.775% and initial principal amount of 
$650.0 million (collectively, the “Series 2021-1 Class A-2 Notes”). A portion of the net proceeds from the sale of the 
Series 2021-1 Class A-2 Notes were used to repay in full the Company’s outstanding Series 2015-1 Class A-2-III 
Notes and Series 2018-1 Class A-2-I Notes, including the payment of prepayment and transaction costs. The 
Company also entered into a revolving financing facility of Series 2021-1 Variable Funding Senior Secured Notes, 
Class A-1 (the “Series 2021-1 Class A-1 Notes”), which allows for the drawing of up to $300.0 million on a revolving 
basis using various credit instruments, including a letter of credit facility. No amounts were borrowed under the Series 
2021-1 Class A-1 Notes during 2021. The Series 2021-1 Class A-1 Notes replaced the Company’s $150.0 million 
Series 2019-1 Class A-1 Notes and $100.0 million Series 2020-1 Class A-1 Notes, which were cancelled on the 
closing date. As a result of the refinancing transaction, the Company incurred a loss on the early extinguishment of 
debt of $17.9 million, which was comprised of a specified make-whole payment of $9.6 million and the write-off of 
certain unamortized deferred financing costs of $8.3 million. See Note 12 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further information on the Company’s debt refinancing 
transaction. 


37 


This section of this Form 10-K generally discusses 2021 and 2020 items and year-to-year comparisons between 2021 
and 2020. For discussion related to 2019 items and year-to-year comparisons between 2020 and 2019 that are not included 
in this Form 10-K, please refer to Part II, Item 7. Management’s Discussion and Analysis of Financial Condition and 
Results of Operations in our 2020 Form 10-K, filed with the United States Securities and Exchange Commission on 
March 3, 2021. 


Results of Operations 


The tables included throughout this Results of Operations section set forth in millions (except as otherwise 
indicated) the Company’s consolidated results of operations for the years ended January 2, 2022, January 3, 2021 and 
December 29, 2019. Except as noted below, the Company’s consolidated results of operations described below 
includes the benefit of the 53"¢ week in 2020. 





2021 2020 2019 
Amount Change Amount Change Amount 
Revenues: 
Cl a eer ee ee cree eee eee we ree $ 734.1 $11.3 $ 722.8 $15.3 $ 707.5 
Franchise royalty revenue and fees ..........-0000e 00 536.7 92.0 444.7 15.7 429.0 
Franchise rental income ...... 06.0. c eee cece eee eee 236.7 4.1 232.6 (0.5) 233.1 
Advertising funds revenue ... 2.0.0.0... 0 cee eee 389.5 55.8 333.7 (5.7) 339.4 





1,897.0 163.2 1,733.8 24.8 1,709.0 





Costs and expenses: 














Gost of sales ecntird ccctieddvdddaadhoud beaker dede 611.7 (3.2) 614.9 17.4 597.5 
Franchise support and other costs .............000005 42.9 16.4 26.5. (17.2) 43.7 
Franchise rental expense ....... 0... c eee eee eee ee 132.4 6.8 125.6 LF 123.9 
Advertising funds expense ............. 00 cee eee eee 411.8 66.4 345.4 73 338.1 
General and administrative ........... 0. cece eee ee 243.0 36.1 206.9 6.7 200.2 
Depreciation and amortization ...............00000% 125.5 (7.3) 132.8 ea | 131.7 
System optimization gains, net .......... 0.0.0.0 eee (33.5) (30.4) (3.1) (1.8) (1.3) 
Reorganization and realignment costs .............045 8.5 (7.5) 16.0 (1.0) 17.0 
Impairment of long-lived assets .... 0... 0.0... e ee eee 2.3 (5.7) 8.0 1.0 7.0 
Other operating income, net ........ 0... e eee eee eee (14.6) (6.1) (8.5) 2.9 (11.4) 
1,530.0 65.5 1,464.5 18.1 1,446.4 
Operating profit: cad ci scicjand tessa becuse bees 367.0 7.7 269.3 6.7 262.6 
[nterést expense, NEt ise. bees gees eerie eres ed eas oe (109.2) 8.5 (117.7) (1.7) (116.0) 
Loss on early extinguishment of debt ..................04. (17.9) (17.9) — 8.5 (8.5) 
Investment income (loss), net ... 0.0.0.0 cece eee eee — 0.2 (0.2) (25.8) 25.6 
Other income; net 3.46004 ck os ee dake edad wee tba ce danas 0.7 (0.7) 1.4 (6.4) 7.8 
Income before income taxes. 1... 0... ec cee eee 240.6 87.8 152.8 (18.7) 171.5 
Provision for income taxes ...... 0.0. c cece ee eee eee (40.2) (5.2) (35.0) (0.4) (34.6) 
Net income ...... 0. cc cece cence ete e ene tnees $ 200.4 $ 82.6 $ 117.8 $(19.1) $ 136.9 
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% of % of % of 












































Total Total Total 
at Revenues ont) Revennes 2) Revenues 
Revenues: 
Saless ieee hee ne eta oe tener $ 734.1 38.7% $ 722.8 41.7% $ 707.5 41.4% 
Franchise royalty revenue and fees: 
Franchise royalty revenue ............ 460.7 24.3% = 416.5 24.0% 400.7 23.4% 
Franchise fees ..... 0.0.0.0 00 cee eaee 76.0 4.0% 28.2 1.7% 28.3 1.7% 
Total franchise royalty revenue and 
RECS) Ze hanced: eect fae Rtenctaeneeesn ee 536.7 28.3% 444.7 25.7% 429.0 25.1% 
Franchise rental income .............000. 236.7 12.5% 232.6 13.4% 233.1 13.6% 
Advertising funds revenue ..............-. 389.5 20.5% 333.7 19.2% 339.4 19.9% 
Total revenues............. $1,897.0 100.0% $1,733.8 100.0% $1,709.0 100.0% 
% of % of % of 
2021 Sales 2020 Sales 2019 Sales 
Cost of sales: 
Rood and paper .c.024c200 doses iaeales $ 224.1 30.5% $ 221.8 30.7% $ 222.8 31.5% 
Restaurant labor ......... 0.00000 eee eaee 231.5 31.5% 233.6 32.3% 214.7 30.3% 
Occupancy, advertising and other operating 
GOSS! ge. fo irdck sa eedetna dh a eeina th aeeeerateargue 156.1 21.3% 159.5 22.1% 160.0 22.7% 
Total cost of sales 2.2.0... 0.0.0.0 000 $ 611.7 83.3% $ 614.9 85.1% $ 597.5 84.5% 
% of % of % of 
2021 Sales 2020 Sales 2019 Sales 
Reéstautant Margit so.%.4ys.3 see ls egiaesern es $ 122.4 16.7% $ 107.9 14.9% $ 110.0 15.5% 


The table below presents certain of the Company’s key business measures, which are defined and further 
discussed in the “Executive Overview” section included herein. 























aut aut cued 
Key business measures: 
U.S. same-restaurant sales (a): 
Comipany-operated 3.4 cc: sees Agta Sasha gues edarree 11.9% (0.7)% 3.1% 
Franchised \..$ 5.4-3.40-8s.dd-aanienica 4dangees Ohad e seated 9.0% 2.3% 2.9% 
SySteMWide: ils wake grid dees del adee Seda wa wephetid anh an dea ere 9.2% 2.0% 2.9% 
International same-restaurant sales (a) (b) 20... eee 17.6% (6.0)% 3.2% 
Global same-restaurant sales (a): 
Company-operated s oi.5252404 14 ved awee nega ies eet eaeas 11.9% (0.7)% 3.1% 
Franchised (b) 00.0... ccc ccc cece eee eee 9.9% 1.4% 2.9% 
Systemwide:(b) s.ccsac ceca eked dodo baa die eae 10.0% 1.2% 2.9% 
Systemwide sales (c): 
U.S. Company-operated 2.0... 2. ee eee eee eee $ 730.4 $ 722.8 $ 707.5 
WSs franchised: §wisds so ctdrs nis dides ocbelecne esate arta oan eae 8 10,380.3 9,508.5 9,055.2 
UYS. Systemwide: is eisueseottigdngetek punnd atosaracelaey a adnate aoe 11,110.7 = 10,231.3 9,762.7 
International Company-operated .......... 0.0 3.7 — — 
International franchised (b) .. 0.0... 00.0. eee ees 1,392.9 1,107.2 1,181.6 
International systemwide (b) . 1.2.0... cee eee eee eee eee 1,396.6 1,107.2 1,181.6 
Global systemwide (b) ..... eee eee eee $12,507.3 $11,338.5 $10,944.3 
Restaurant average unit volumes (in thousands) (a): 
U.S. Company-opetated i). o.itas sciclacecans weet ppaieisny ale epee ale ue $ 2,172.4 $ 1,978.5 $ 1,989.6 
WS. franchised so jcc ssi eisai ute dele ote do each eee a8 1,878.4 1,708.9 1,664.1 
US. systemwide in 4ccdarni sd bee iideetdaah atest doeee ie 1,895.3 1,725.5 1,684.0 
International systemwide (b) ... 2.0... . cece eee eee eee 1,448.1 1,199.5 153575 
Global:systemwide (b) cgaw iad chaw aie Rdawr ba e be $ 1,832.1 $ 1,654.7 $ 1,641.4 








(a) Excludes the impact of the 534 week in 2020. 
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(b) Excludes Argentina and Venezuela due to the impact of the highly inflationary economies of those countries. 


(c) During 2021 and 2020, global systemwide sales increased 9.8% and 3.7%, respectively, U.S. systemwide sales 
increased 8.6% and 4.8%, respectively, and international systemwide sales increased 20.7% and decreased 5.5%, 
respectively, on a constant currency basis. 2020 systemwide sales growth percentages included a positive impact 
of approximately 2% for the 53'¢ week in 2020. 


The table below presents details regarding the change in restaurant counts of the Wendy’s system from 2019 to 
2021. 


U.S. US. International International 
Company-operated Franchised Company-operated Franchised Systemwide 


Restaurant count: 
Restaurant count at December 29, 





DONO sisco scrote tictecna re tienconeecsiade dons 357 5,495 — 936 6,788 
Opened. vig cies ee edens dine s 7 91 — 49 147 
Closed (a) 2... 00. cece eee eee (2) (67) — (38) (107) 
Net (sold to) purchased by 

franchisees ...........0005 mi ) 1 = — == 
Restaurant count at January 3, 

QOD Nice sce tee as-is ee tee ees 361 5,520 = 947 6,828 
Opened 7. uta enhent Sens 7 116 5 82 210 
Closed: (a) is: 20:2 oa! cusecte easeirahh baid (8) (58) = (23) (89) 
Net purchased from (sold by) 

franchisees ...........0005 #2 (43) _ — — 
Restaurant count at January 2, 
5 1,006 6,949 





DI sitet nn ed nernene ease 403 5,535 





(a) Excludes restaurants temporarily closed due to the impact of the COVID-19 pandemic. 





Sales 
2021 2020 2019 
Amount Change Amount Change Amount 
SASS aces sctucutes chee ce os Pedteecteaasetiacerasisisad dad te ara ead areralean § adetebeece se aehe tet $734.1 $11.3 $722.8 $15.3 $707.5 


The increase in sales during 2021 was primarily due to (1) an 11.9% increase in Company-operated same- 
restaurant sales, (2) net new restaurant development and (3) the Company’s acquisition of 93 franchise-operated 
restaurants in Florida during the fourth quarter of 2021. These increases were partially offset by (1) the impact of the 
sale of 47 Company-operated restaurants in New York during the second quarter of 2021 and (2) Company-operated 
sales during the 53"¢ week of 2020 of approximately $13.7 million. Company-operated same-restaurant sales increased 
due to (1) higher average check and (2) an increase in customer count, reflecting the positive impact from the 
breakfast daypart and the prior year impact of the COVID-19 pandemic. Company-operated same-restaurant sales 
during 2021 benefited from government stimulus payments to consumers during the first quarter of 2021. 


Franchise Royalty Revenue and Fees 





2021 2020 2019 
Amount Change Amount Change Amount 
Franchise:toyalty revenue. scns.0sita os ehaanncad as oneder sine ses $460.7 $44.2 $416.5 $15.8 $400.7 
Prarie tse fees ect ig te ected edo ate tela erat odeee daee at tenes ken 76.0 47.8 28.2 (0.1) 28.3 





$536.7 $92.0 $444.7 $15.7 $429.0 








The increase in franchise royalty revenue during 2021 was primarily due to (1) a 9.9% increase in global 
franchise same-restaurant sales and (2) a net increase in the number of franchise restaurants in operation during 2021 
compared to 2020. These increases were partially offset by royalties earned during the 534 week of 2020 of 
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approximately $7.8 million. Franchise same-restaurant sales increased due to (1) higher average check and (2) an 
increase in customer count, reflecting the positive impact from the breakfast daypart and the prior year impact of the 
COVID-19 pandemic. Franchise same-restaurant sales during 2021 benefited from government stimulus payments to 
consumers during the first quarter of 2021. 


The increase in franchise fees during 2021 was primarily due to (1) an increase in fees for providing 
information technology services to franchisees and (2) the accelerated recognition of franchise agreement revenue as a 
result of franchisee-to-franchisee restaurant transfers. 


Franchise Rental Income 





2021 2020 2019 
Amount Change Amount Change Amount 
Franchise rental income ....... 0... c ccc eee eee $236.7 $4.1 $232.6 $(0.5) $233.1 


The increase in franchise rental income during 2021 was primarily due to (1) an increase in percent rent, 
reflecting higher systemwide sales compared with 2020, and (2) the impact of the sale of 47 Company-operated 
restaurants in New York during the second quarter of 2021. These increases were partially offset by the impact of 
terminating existing leases where the Company was lessor in connection with the Company’s acquisition of franchise- 
operated restaurants in Florida during the fourth quarter of 2021. 


Advertising Funds Revenue 


2021 2020 2019 
Amount Change Amount Change Amount 
Advertising funds revenue: 2.405 52dho see eaten feaiwyas seas $389.5 $55.8 $333.7 $(5.7) $339.4 


The Company maintains two national advertising funds established to collect and administer funds contributed 
for use in advertising and promotional programs for Company-operated and franchised restaurants in the U.S. and 
Canada. Franchisees make contributions to the national advertising funds based on a percentage of sales of the 
franchised restaurants. The increase in advertising funds revenue during 2021 was primarily due to (1) an increase in 
franchise same-restaurant sales in the U.S. and Canada and (2) the prior year abatement of national advertising fund 
contributions on breakfast sales. These increases were partially offset by revenues earned during the 534 week of 2020 
of approximately $6.4 million. 


Cost of Sales, as a Percent of Sales 


2021 2020 2019 
Amount Change Amount Change Amount 
Boodiatid papers sicicci0 ale tind nah oattiyene Reowdqueenidielaa sUaleawiee 30.5% (0.2)% 30.7% (0.8)% 31.5% 
Restaurant. labor .2scdncdi6 bso Phe ded eeet dr dhe ees 31.5% (0.8)% 32.3% 2.0% 30.3% 
Occupancy, advertising and other operating costs ..............045 21.3% (0.8)% 22.1% (0.6)% 22.7% 





83.3% (1.8)% 85.1% 0.6% 84.5% 








The decrease in cost of sales, as a percent of sales, during 2021 was primarily due to (1) higher average check, 
(2) an increase in customer count, reflecting the prior year impact of the COVID-19 pandemic, and (3) incremental 
recognition pay during April and May of 2020. These impacts were partially offset by (1) an increase in restaurant 
labor rates and (2) higher commodity costs. 


Franchise Support and Other Costs 





2021 2020 2019 
Amount Change Amount Change Amount 
Franchise support and other costs ....... 000s eee eee eee eee $42.9 $16.4 $26.5 $(17.2) $43.7 


4] 


The increase in franchise support and other costs during 2021 was primarily due to an increase in costs incurred 
to provide information technology and other services to franchisees, partially offset by investments made in 2020 to 
support U.S. franchisees in preparation of the national launch of breakfast in March 2020. 


Franchise Rental Expense 


2021 2020 2019 
Amount Change Amount Change Amount 
Franchise rental expense .. i sccnas esd deves sede see baveesae eye $132.4 $6.8 $125.6 $1.7 $123.9 


The increase in franchise rental expense during 2021 was primarily due to (1) an increase in percent rent, 
reflecting higher systemwide sales compared with 2020 and (2) the impact of the sale of 47 Company-operated 
restaurants in New York to franchisees during the second quarter of 2021. 


Advertising Funds Expense 





2021 2020 2019 
Amount Change Amount Change Amount 
Advertising funds expense ............. 0c eee eee eee eee ee $411.8 $66.4 $345.4 $7.3 $338.1 


The increase in advertising funds expense during 2021 was primarily due to the same factors as described above 
for “Advertising Funds Revenue.” Advertising funds expense also increased during 2021 due to the Company’s 
funding of $25.0 million of incremental advertising to support the breakfast daypart, compared with the Company’s 
funding of $14.6 million in 2020. 


General and Administrative 





2021 2020 2019 
Amount Change Amount Change Amount 
Incentive compensation ....... 00. eect eee $ 46.5 $23.55 $ 23.0 $(3.0) $ 26.0 
Professional fee8: 03 s5 oases da ce a deren eee esas aes sakes 41.0 8.7 32.3 12.8 19.5 
Share-based compensation ........ 0... e cece eee eee eee 22.0 3.9 18.1 0.8 17.3 
Travel-related expenses: vies sues oars whan iiela Phage da toeaeed 6.1 0.3 5.8 (6.6) 12.4 
Over Met. keke Geetha poe ae oncaeid, ght SEG nad 127.4 (0.3) 127.7 2.7 125.0 





$243.0 $36.1 $206.9 $ 6.7 $200.2 











The increase in general and administrative expenses during 2021 was primarily due to (1) an increase in 
incentive compensation accruals and higher share-based compensation, reflecting higher operating performance as 
compared to plan in 2021, and (2) higher professional fees, primarily as a result of costs associated with the 
Company’s enterprise resource planning (“ERP”) implementation. 


Depreciation and Amortization 





2021 2020 2019 
Amount Change Amount Change Amount 
Restatita tits: finite dni ded dx bad-dege sl grtetess 0 Qeesietardctintnddeid. re rcoes D Baeeee deed $ 76.4 $(8.5) $ 84.9 $(0.9) $ 85.8 
Technology support, corporate and other ............0.00 00200 49.1 1.2 47.9 2.0 45.9 





$125.5 $(7.3) $132.8 $1.1 $131.7 








The decrease in depreciation and amortization during 2021 was primarily due to (1) assets becoming fully 
depreciated and (2) the impact of a prior year change in useful lives for certain asset categories. These decreases were 
partially offset by an increase in depreciation and amortization for technology investments. 


System Optimization Gains, Net 





2021 2020 2019 
Amount Change Amount Change Amount 
System optimization gains, net... 6... eee eee eee ee $(33.5) $(30.4) $(3.1) $1.8)  $(1.3) 
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System optimization gains, net during 2021 were primarily comprised of a gain on the sale of 47 Company- 
operated restaurants in New York. See Note 4 of the Financial Statements and Supplementary Data contained in 
Item 8 herein for further discussion. System optimization gains, net during 2020 were primarily comprised of gains 
on the sale of surplus and other properties. 


Reorganization and Realignment Costs 





2021 2020 2019 

Amount Change Amount Change Amount 

Operations and field realignment ......... 00.0.0... cece eee eee $1.7 $2.1) $3.8 $38 $ — 
IT tealigniment: 2404.45 ic 4 oekis weed ebaee oe Ge ededds ted = (7.3) 73 (1.8) 9.1 
G&A sealioniment 22's new vinne s Seu decd Roane ee Ene eee (0.1) (0.7) 0.6 (7.2) 7.8 
System optimization initiative ..... 6... eee eee eee 6.9 2.6 4.3 4.2 0.1 





$8.5  $(7.5) $16.0 $(1.0) $17.0 








In September 2020, the Company initiated a plan to reallocate resources to better support the long-term 
growth strategies for Company and franchise operations (the “Operations and Field Realignment Plan”). The 
Operations and Field Realignment Plan realigned the Company’s restaurant operations team, including transitioning 
from separate leaders of Company and franchise operations to a single leader of all U.S. restaurant operations. The 
Operations and Field Realignment Plan also included contract terminations, including the closure of certain field 
offices. During 2021, the Company recognized costs associated with the Operations and Field Realignment Plan 
totaling $1.7 million, which primarily included third-party and other costs. During 2020, the Company recognized 
costs associated with the Operations and Field Realignment Plan totaling $3.8 million, which included severance and 
related employee costs of $3.1 million and share-based compensation of $0.6 million. The Company does not expect 
to incur any material additional costs under the Operations and Field Realignment Plan. 


In December 2019, the Company’s Board of Directors approved a plan to realign and reinvest resources in the 
Company’s IT organization to strengthen its ability to accelerate growth (the “IT Realignment Plan”). Additionally, 
in June 2020, the Company made changes to its leadership structure that included the elimination of the Chief 
Digital Experience Officer position and the creation of a Chief Information Officer position. During 2020, the 
Company recognized costs associated with the IT Realignment Plan totaling $7.3 million, which included third-party 
and other costs of $5.2 million, recruitment and relocation costs of $1.3 million and severance and related employee 
costs of $0.8 million. The Company does not expect to incur any material additional costs under the IT Realignment 
Plan. 


In May 2017, the Company initiated a plan to reduce its general and administrative expenses (the “G&A 
Realignment Plan”). Additionally, in May 2019, the Company announced changes to its management and operating 
structure. G&A realignment costs for 2020 were primarily comprised of share-based compensation. The Company 
does not expect to incur any material additional costs under the G&A Realignment Plan. 


As part of the Company’s system optimization initiative, the Company expects to continue to optimize the 
Wendy’s system through strategic restaurant acquisitions and dispositions, as well as by facilitating Franchise Flips. 
During 2021, the Company recognized costs associated with its system optimization initiative totaling $6.9 million, 
which were primarily comprised of the write-off of certain lease assets, lease termination fees and transaction fees 
associated with the NPC bankruptcy sale process, as well as professional fees and transaction fees associated with the 
Company’s acquisition of 93 franchise-operated restaurants in Florida during the fourth quarter of 2021. During 
2020, the Company recognized costs associated with its system optimization initiative totaling $4.3 million, which 
primarily included professional fees related to the NPC bankruptcy sale process. The Company expects to recognize a 
gain of approximately $0.8 million, primarily related to the write-off of certain NPC-related lease liabilities upon final 
termination of the leases. See Note 3 of the Financial Statements and Supplementary Data contained in Item 8 herein 
for further information regarding the NPC bankruptcy sale process. 


Impairment of Long-Lived Assets 


2021 2020 2019 
Amount Change Amount Change Amount 
Impairment of long-lived assets ..... 0... eee eee $2.3  $(5.7) $8.0 $1.0 $7.0 
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The change in impairment charges during 2021 was primarily driven by the deterioration in operating 
performance of certain Company-operated restaurants in 2020 as a result of the COVID-19 pandemic. 


Other Operating Income, Net 





2021 2020 2019 
Amount Change Amount Change Amount 
Gains on:-sales-type leases cs votce ward cae Sean teers eads ages $ (4.2) $(2.2) $(2.0) $0.3 $ (2.3) 
Equity in earnings in joint ventures, net «1.2.2... 0... eee eee eee (11.2) (5.1) (6.1) 2.6 (8.7) 
Other et aie ie ae ee ihe ea eS a a a eS eae 0.8 1.2 (0.4) — (0.4) 





$(14.6) $(6.1) $(8.5) $2.9  $(11.4) 








The increase in other operating income, net during 2021 was primarily due to (1) an increase in the equity in 
earnings from our TimWen joint venture, which included a gain on the sale of a parcel of land during 2021, and 
(2) gains on new and modified sales-type leases. 


Interest Expense, Net 





2021 2020 2019 
Amount Change Amount Change Amount 
[nterést expense, Met s.h.cica veka dale Heals Pea A eae $109.2 $(8.5) $117.7 $1.7 $116.0 


Interest expense, net decreased during 2021 primarily due to (1) the impact of completing the refinancing of a 
portion of the Company’s securitized financing facility in the second quarter of 2021 and (2) the impact of the 534 
week in 2020 of approximately $1.9 million. 


Loss on Early Extinguishment of Debt 





2021 2020 2019 
Amount Change Amount Change Amount 
Loss on early extinguishment of debt................ 0000 eee eee $17.9 $17.9 $ — _ $(8.5) $8.5 


During the second quarter of 2021, in connection with the refinancing of a portion of the Company’s 
securitized financing facility, the Company incurred a loss on the early extinguishment of debt as a result of repaying 
the outstanding Series 2015-1 Class A-2-III Notes and Series 2018-1 Class A-2-I Notes with the proceeds from the 
issuance of its Series 2021-1 Class A-2 Notes. The loss on the early extinguishment of debt of $17.9 million was 
comprised of a specified make-whole payment of $9.6 million and the write-off of certain unamortized deferred 
financing costs of $8.3 million. 


Other Income, Net 





2021 2020 2019 
Amount Change Amount Change Amount 
Other icome;. Met o4-33 ote cres ied oie eee eee d headgear e $0.7. $(0.7) $1.4 $(6.4) $7.8 


Other income, net decreased during 2021 primarily due to fluctuations in interest income earned on our cash 
equivalents. 


Provision for Income Taxes 





2021 2020 2019 
Amount Change Amount Change Amount 
Income before income taxes ..... 6. ce eet teens $240.6 $87.8 $152.8 $(18.7) $171.5 
Provision for income taxes ... 0... eee eee eens (40.2) (5.2) (35.0) (0.4) (34.6) 
Effective tax rate ON INCOME... eee eee ees 16.7% (6.2)% 22.9% 2.8% 20.1% 


The increase in the provision for income taxes during 2021 was primarily due to higher income before income 
taxes in 2021, partially offset by (1) the tax benefit for changes in state deferred income taxes and (2) an increase in 
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the tax benefit from share-based compensation. The 2021 tax benefit for changes in state deferred income taxes was 
primarily due to a 2021 change in tax law, which resulted in a one-time release of a previously recorded valuation 
allowance against our deferred tax assets. The decrease in the effective tax rate in 2021 was primarily due to the tax 
benefit for changes in state deferred income taxes described above and a decrease in the tax effect of our foreign 
operations. 


Segment Information 


See Note 26 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
information regarding the Company’s segments. 











Wendy’s U.S. 
2021 2020 2019 
Amount Change Amount Change Amount 

SALES os creeped est ati aoe eee eset rams he eee eae $ 7304 $ 7.6 $ 722.8 $15.3 $ 707.5 
Franchise royalty revenue ..... 2.2.0.0... e cece eee ee eee 407.3 34.1 373.2 17.5 355.7 
| Blige Cato Nitct as fc <M RR oo a 64.2 42.1 22.1 0.2 21.9 
Advertising fund revenue ......... 000s 365.6 52.3 313.3 (5.9) 319.2 

Total revenues 20.0... eee eee eens $1,567.5 $136.1 $1,431.4 $27.1 $1,404.3 
Segment profit cic cgs5 ee ies eiea beet Ea das bees $ 450.1 $568 $ 393.3 $24.1 $ 369.2 


The increase in Wendy’s U.S. revenues during 2021 was primarily due to (1) an increase in systemwide same- 
restaurant sales, (2) higher franchise fees, reflecting an increase in fees for providing information technology services to 
franchisees, (3) net new restaurant development and (4) the Company’s acquisition of 93 franchise-operated 
restaurants in Florida during the fourth quarter of 2021. Same-restaurant sales increased during 2021 primarily due to 
(1) higher average check and (2) an increase in customer count, reflecting the positive impact from the breakfast 
daypart and the prior year impact of the COVID-19 pandemic. These increases were partially offset by (1) the impact 
of the sale of 47 Company-operated restaurants in New York during the second quarter of 2021 and (2) sales and 
royalty revenue during the 53'4 week of 2020 of approximately $13.7 million and $7.0 million, respectively. 


The increase in Wendy’s U.S. segment profit during 2021 was primarily due to (1) higher revenues and 
(2) lower cost of sales, as a percent of sales, for Company-operated restaurants driven by the same factors as described 
above for “Cost of Sales, as a Percent of Sales.” These changes were partially offset by (1) higher franchise support and 
other costs, (2) higher advertising fund expense, reflecting the Company’s funding of $25.0 million of incremental 
advertising to support the breakfast daypart, and (3) higher general and administrative expenses. 


Wendy’s International 














2021 2020 2019 

Amount Change Amount Change Amount 

Sales cts eee eae eee as ere ene ees oe eset eu wee eee $3.7 $37 $— $— $ — 
Franchise royalty revenless 2 ici cnc ang.os eu doh ane whounlen been awes 53.4 10.1 43.3 (1.7) 45.0 
Pranchitse fees: gc: haben cuket dk Gobdcik Mpicna beget Meet eb Gopal be 5.4 3.4 2.0 (1.0) 3.0 
Advertising fund:reveiie ss... 50.0. hoc a dees Sec edee a hbase iw ey 23.9 3.6 20.3 0.1 20.2 
Total revenues 2.0... cee ene e eens $86.4 $20.8 $65.6 $(2.6) $68.2 
Segment profit i.cciinedi ie hs abeeae kee nekewheria eae $27.4 $7.3 $20.1 $(0.1) $20.2 


The increase in Wendy’s International revenues during 2021 was primarily due to (1) an increase in same- 
restaurant sales, (2) the opening of Company-operated restaurants in the U.K and (3) higher franchise fees, reflecting 
an increase in fees for providing information technology services to franchisees. Same-restaurant sales increased during 
2021 due to (1) an increase in customer count, reflecting the prior year impact of the COVID-19 pandemic, and 
(2) higher average check. 
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The increase in Wendy’s International segment profit during 2021 was primarily due to higher revenues, 
partially offset by (1) higher general and administrative expenses and (2) higher franchise support and other costs. 


Global Real Estate & Development 














2021 2020 2019 
Amount Change Amount Change Amount 
Pranehitse fees sat ceit ds, cet ietsh cette odoatir de eedetsintndcictnd Goerdevee Oe Mo eee $ 64 $22 $ 42 $08 $ 3.4 
Franchise rental income ........ 0.0 ccc cece cece eee e eae 236.7 4.1 232.6 (0.5) 233.1 
Total revenues 2.0... ec eee eens $243.1 $6.3 $236.8 $0.3 $236.5 
Segment profit .iciiseciaaiee aaa debi deed eee bee eee $106.1 $5.4 $100.7 $(6.4) $107.1 


The increase in Global Real Estate 8& Development revenues during 2021 was primarily due to (1) higher 
franchise rental income (see “Franchise Rental Income” above for further information) and (2) the accelerated 
recognition of franchise agreement revenue as a result of franchisee-to-franchisee restaurant transfers. 


The increase in Global Real Estate & Development segment profit during 2021 was primarily due to (1) an 
increase in the equity in earnings from the TimWen joint venture and (2) gains on new and modified sales-type 
leases. These increases were partially offset by a decrease in net rental income, reflecting the impact of terminating 
existing leases where the Company was lessor in connection with the Company’s acquisition of franchise-operated 
restaurants in Florida during the fourth quarter of 2021. 


Consolidated Outlook for 2022 
Sales 


We expect sales at our Company-operated restaurants to be favorably impacted primarily by (1) a net increase 
in the number of Company-operated restaurants, including the Company’s acquisition of 93 franchise-operated 
restaurants in Florida during the fourth quarter of 2021 and the Company’s continued expansion in the U.K, 
(2) continued growth of our breakfast daypart, (3) our “Fast Food Done Right” strategy, which includes continuing 
core menu improvements, product innovation and strategic price increases on our menu items to partially offset 
commodity and labor inflation pressures, and (4) continued growth of our digital business. We expect these favorable 
impacts to be partially offset by lapping the sale of 47 Company-operated restaurants in New York during the second 
quarter of 2021. 


Franchise Royalty Revenue and Fees 


We expect sales at franchised restaurants to generally benefit from many of the factors described above under 
“Sales.” In addition, we expect franchise royalty revenue and fees to be favorably impacted by (1) a net increase in the 
number of franchise restaurants in operation due to net new restaurant development, (2) the sale of 47 Company- 
operated restaurants in New York during the second quarter of 2021 and (3) the Company’s recently announced 
plans to launch breakfast in Canada in the second quarter of 2022. We expect these favorable impacts to be partially 
offset by the Company’s acquisition of 93 franchise-owned restaurants in Florida during the fourth quarter of 2021. 


Cost of Sales 


We expect cost of sales, as a percent of sales to be negatively impacted by (1) higher restaurant labor rates and 
(2) an increase in commodity costs. We expect cost of sales, as a percent of sales to be favorably impacted by many of 
the same factors described above under “Sales,” and to also benefit from productivity initiatives. 


Advertising Funds Revenue and Expense 


We expect advertising funds expense to exceed advertising funds revenue due to the Company’s plans to fund 
$16.0 million of incremental advertising in 2022 to continue to drive growth in our breakfast daypart. 
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General and Administrative 


We expect general and administrative expenses to be higher primarily due to increases in (1) IT-related costs, 
primarily related to our ERP implementation, (2) IT and development headcount investments and (3) travel-related 
expenses. We expect these increases to be partially offset by lower incentive compensation. 


Liquidity and Capital Resources 


Our primary sources of liquidity and capital resources are cash flows from operations and borrowings under our 
securitized financing facility. Our principal uses of cash are operating expenses, capital expenditures, repurchases of 
common stock and dividends to stockholders. 


Cash Flows from Operating, Investing and Financing Activities 


The table below summarizes our cash flows from operating, investing and financing activities for each of the 
past three fiscal years: 
2021 2020 2019 
Amount Change Amount Change Amount 





Net cash provided by (used in): 











Operating activities i144 fonaanheeeree een egenrened o> $ 345.8 $ 614 $284.4 $ (4.5) $288.9 
Investinig-activities 2c is4 ¢i2dadiioias i eeeaveddan std (154.7) (86.4) (68.3) (13.4) (54.9) 
Financing activities ws. ¢c5s4 edge ee Ra dae wee geaa dnd (242.7) (84.8) (157.9) 207.4 (365.3) 
Effect of exchange rate changes on cash ...........00.000005 0.3 (1.0) 1.3 (2.2) 3.5 
Net (decrease) increase in cash, cash equivalents and restricted 
CASI opcndp en Geigy eateasoeh eats heated o-eeuire Suet S ecnd Heated $ (51.3) $110.8) $ 59.5 $187.3 $(127.8) 
Operating Activities 


Cash provided by operating activities consists primarily of net income, adjusted for non-cash expenses such as 
depreciation and amortization, deferred income tax and share-based compensation, and the net change in operating 
assets and liabilities. Cash provided by operating activities was $345.8 million and $284.4 million in 2021 and 2020, 
respectively. The increase was primarily due to (1) higher net income, adjusted for non-cash expenses, (2) a cash 
payment of $24.7 million related to the settlement of the financial institutions class action in January 2020, (3) the 
timing of the collection of royalty receivables and (4) a decrease in payments for incentive compensation for the 2020 
fiscal year paid in 2021. These increases were partially offset by (1) the timing of payments for marketing expenses of 
the national advertising funds, (2) an increase in cash paid for income taxes and (3) cash paid for cloud computing 
arrangements, primarily related to the Company’s ERP implementation. 


Investing Activities 


Cash used in investing activities was $154.7 million and $68.3 million in 2021 and 2020, respectively. The 
change was primarily due to (1) an increase in payments for acquisitions of $118.2 million compared to the prior 
year, reflecting the impact of the Company’s acquisition of 93 franchise-operated restaurants in Florida during the 
fourth quarter of 2021, (2) a payment for an investment in equity securities of $10.0 million during 2021 and (3) an 
increase in capital expenditures of $9.0 million. These changes were partially offset by an increase in proceeds from 
dispositions of $49.0 million, reflecting the impact of the sale of 47 Company-operated restaurants in New York 
during the second quarter of 2021. 


Financing Activities 


Cash used in financing activities was $242.7 million and $157.9 million in 2021 and 2020, respectively. The 
change was primarily due to (1) an increase in repurchases of common stock of $206.4 million and (2) an increase in 
dividends of $30.0 million. These changes were partially offset by (1) a net increase in cash provided by long-term 
debt activities of $149.1 million, reflecting the impact of the completion of the Company’s debt refinancing 
transaction during the second quarter of 2021, and (2) an increase in proceeds from stock option exercises, net of 
payments related to tax withholding for share-based compensation, of $7.7 million. 
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Material Cash Requirements 
Our anticipated cash requirements for 2022, exclusive of operating cash flow requirements, consist principally of: 


* capital expenditures of approximately $90.0 million to $100.0 million as discussed below in “Capital 
Expenditures;” 


e quarterly cash dividends aggregating approximately $107.6 million as discussed below in “Dividends;” and 


* stock repurchases of up to $100.0 million under our February 2022 authorization as discussed below in 


“Stock Repurchases.” 


Based on current levels of operations, the Company expects that available cash and cash flows from operations 
will provide sufficient liquidity to meet operating cash requirements for the next 12 months. 


We currently believe we have the ability to pursue additional sources of liquidity if needed or desired to fund 
operating cash requirements or for other purposes. However, there can be no assurance that additional liquidity will 
be readily available or available on terms acceptable to us. As previously announced, the Company is evaluating, 
subject to market and other conditions, a potential debt raise transaction within its securitized debt facility during 
2022. If the Company proceeds with the transaction and the transaction is completed, the Company expects to use 
the net proceeds from the transaction in accordance with its capital allocation policy, including investments to 
support the growth of the Wendy’s brand or the return of capital to stockholders through dividends and share 
repurchases. 


Capital Expenditures 


In 2021, cash capital expenditures amounted to $78.0 million. In 2022, we expect that cash capital 
expenditures will amount to approximately $90.0 million to $100.0 million, principally relating to (1) the opening of 
new Company-operated restaurants and the reimaging of existing Company-operated restaurants, (2) technology 
investments, including consumer-facing digital technology, (3) restaurant equipment investments, (4) maintenance 
capital expenditures for Company-operated restaurants and (5) various other capital projects. 


In addition to the capital expenditures noted above, the Company expects to spend approximately 
$30.0 million in 2022 on cloud computing arrangements (“CCA”), primarily related to the Company’s ERP 
implementation. See Note 1 of the Financial Statements and Supplementary Data contained in Item 8 herein for 
further information related to our accounting policy for CCA. 


Dividends 


On March 15, 2021, June 15, 2021, September 15, 2021 and December 15, 2021, the Company paid 
quarterly cash dividends per share of $.09, $.10, $.12 and $.12, respectively, aggregating $94.8 million. On 
February 23, 2022, the Company announced a dividend of $0.125 per share to be paid on March 15, 2022 to 
stockholders of record as of March 7, 2022. If the Company pays regular quarterly cash dividends for the remainder 
of 2022 at the same rate as declared in the first quarter of 2022, the Company’s total cash requirement for dividends 
for all of 2022 would be approximately $107.6 million based on the number of shares of its common stock 
outstanding at February 22, 2022. The Company currently intends to continue to declare and pay quarterly cash 
dividends; however, there can be no assurance that any additional quarterly dividends will be declared or paid or of 
the amount or timing of such dividends, if any. 


Stock Repurchases 


In February 2020, our Board of Directors authorized a repurchase program for up to $100.0 million of our 
common stock through February 28, 2021, when and if market conditions warranted and to the extent legally 
permissible. As previously announced, beginning in March 2020, the Company temporarily suspended all share 
repurchase activity under the February 2020 authorization in connection with the Company’s response to the 
COVID-19 pandemic. In July 2020, the Company’s Board of Directors approved an extension of the February 2020 
authorization by one year, through February 28, 2022. The Company resumed share repurchases in August 2020. In 
addition, in May 2021, August 2021 and November 2021 the Board of Directors approved increases of 
$50.0 million, $70.0 million and $80.0 million, respectively, to the February 2020 authorization, resulting in an 
aggregate authorization of $300.0 million that continued to expire on February 28, 2022. In November 2021, the 
Company entered into an accelerated share repurchase agreement (the “2021 ASR Agreement”) with a third-party 
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financial institution to repurchase common stock as part of the Company’s existing share repurchase program. Under 
the 2021 ASR Agreement, the Company paid the financial institution an initial purchase price of $125.0 million in 
cash and received an initial delivery of 4.9 million shares of common stock, representing an estimated 85% of the 
total shares expected to be delivered under the 2021 ASR Agreement. In February 2022, the Company completed the 
2021 ASR Agreement and received an additional 0.7 million shares of common stock. The total number of shares of 
common stock ultimately purchased by the Company under the 2021 ASR Agreement was based on the average of 
the daily volume-weighted average prices of the common stock during the term of the 2021 ASR Agreement, less an 
agreed upon discount. In total, 5.6 million shares were delivered under the 2021 ASR Agreement at an average 
purchase price of $22.22 per share. 


In addition to the shares repurchased in connection with the 2021 ASR Agreement, during 2021, the Company 
repurchased 6.6 million shares with an aggregate purchase price of $142.7 million, excluding commissions of 
$0.1 million, under the February 2020 repurchase authorization. After taking into consideration these repurchases, 
with the completion of the 2021 ASR Agreement in February 2022 described above, the Company completed the 
February 2020 authorization. 


In February 2022, our Board of Directors authorized the repurchase of up to $100.0 million of our common 
stock through February 28, 2023, when and if market conditions warrant and to the extent legally permissible. 


Long-Term Debt, Including Current Portion 


As of January 2, 2022, the Company’s long-term debt obligations totaled $2,380.7 million, including 
$24.3 million payable within 12 months. In addition, the Company is party to a revolving financing facility of Series 
2021-1 Variable Funding Senior Secured Notes, Class A-1 (the “Class A-1 Notes”), which allows for the drawing of 
up to $300.0 million on a revolving basis using various credit instruments, including a letter of credit facility. No 
amounts were borrowed under the Class A-1 Notes during 2021. See Note 12 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further information related to our long-term debt obligations and 
the timing of expected payments. 


Leases 


The Company operates restaurants that are located on sites owned by us and sites leased by us from third 
parties. In addition, the Company owns sites and leases sites from third parties, which it leases and/or subleases to 
franchisees. The Company also leases restaurant, office and transportation equipment. As of January 2, 2022, the 
Company’s future minimum rental payments for non-cancelable leases were $2,280.6 million, including 
$148.3 million payable within 12 months. See Note 20 of the Financial Statements and Supplementary Data 
contained in Item 8 herein for further information related to our finance and operating lease obligations and the 
timing of expected payments. 


Purchase Obligations 


The Company’s purchase obligations include payment obligations to a third-party global IT consultant, 
purchase requirements under a beverage agreement and other obligations related primarily to marketing and 
information technology. As of January 2, 2022, the Company’s purchase obligations were $210.1 million, including 
$68.0 million payable within 12 months. 


Guarantees and Other Contingencies 





Year End 

2021 
Lease euataniteds (4) ic86¥ tats bis tee Setasa ene Shes ae bdoda Hee ae ae y | $ 90.6 
IeettersOetedit (Dy): exs.serar she eto eutk oe Sak Meera a Oe aan ne Ace ed 2 ad eee © Mh ogee a5 22.3 
STA 2 asec teeta a eeeea ste ss aateneetaesn, 2) aceeists ease vs canes Mes ones be aaa terete enya eases $112.9 








(a) Wendy’s has guaranteed the performance of certain leases and other obligations, primarily from former 
Company-operated restaurant locations now operated by franchisees. These leases extend through 2045. 


(b) The Company has outstanding letters of credit with various parties. The Company does not expect any material 
loss to result from these letters of credit because we do not believe performance will be required. 
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General Inflation, Commodities and Changing Prices 


Inflationary pressures on labor and commodity price increases directly impacted our consolidated results of 
operations during 2021, and we expect this to continue into 2022. We attempt to manage any inflationary costs and 
commodity price increases through selective menu price increases and product mix. Delays in implementing such 
menu price increases and competitive pressures may limit our ability to recover such cost increases in the future. 
Inherent volatility experienced in certain commodity markets, such as those for beef, chicken, pork, cheese and grains, 
could have a significant effect on our results of operations and may have an adverse effect on us in the future. The 
extent of any impact will depend on our ability to manage such volatility through product mix and selective menu 
price increases. 


Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because our business is moderately seasonal, results for a 
particular quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full 
fiscal year. 


Off-Balance Sheet Arrangements 


Other than the obligations for guarantees described above in “Guarantees and Other Contingencies,” we do not 
have any off-balance sheet arrangements that have, or are, in the opinion of management, reasonably likely to have, a 
current or future material effect on our financial condition or results of operations. 


Critical Accounting Policies and Estimates 


The preparation of our consolidated financial statements in conformity with accounting principles generally 
accepted in the United States of America requires us to make estimates and assumptions in applying our critical 
accounting policies that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and 
liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 
during the reporting period. Our estimates and assumptions affect, among other things, impairment of goodwill and 
indefinite-lived intangible assets, impairment of long-lived assets, realizability of deferred tax assets and federal and 
state income tax uncertainties. We evaluate those estimates and assumptions on an ongoing basis based on historical 
experience and on various other factors which we believe are reasonable under the circumstances. 


We believe that the following represent our more critical estimates and assumptions used in the preparation of 
our consolidated financial statements: 


¢ Impairment of goodwill and indefinite-lived intangible assets: 


Our goodwill totaled $775.3 million as of January 2, 2022, of which $620.9 million, $31.9 million and 
$122.5 million was allocated to our U.S. Company-operated and franchise restaurants reporting unit, 
Canada franchise restaurants reporting unit and global real estate and development operations reporting unit, 
respectively. 


We test goodwill for impairment annually, or more frequently if events or changes in circumstances indicate 
that the asset may be impaired. Our annual impairment test of goodwill may be completed through a 
qualitative assessment to determine if the fair value of the reporting unit is more likely than not greater than 
the carrying amount. If we elect to bypass the qualitative assessment for any reporting units, or if a qualitative 
assessment indicates it is more likely than not that the estimated carrying value of a reporting unit exceeds its 
fair value, we perform a quantitative goodwill impairment test. Under the quantitative test, the fair value of 
the reporting unit is compared with its carrying value (including goodwill). If the carrying value of the 
reporting unit exceeds its fair value, an impairment loss is recognized in an amount equal to that excess, 
limited to the total amount of goodwill allocated to that reporting unit. The fair value of the reporting unit is 
determined by management and is based on the results of (1) estimates we made regarding the present value 
of the anticipated cash flows associated with each reporting unit (the “income approach”) and/or (2) the 
indicated value of the reporting units based on a comparison and correlation of the Company and other 
similar companies (the “market approach”). 
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The income approach, which considers factors unique to each of our reporting units and related long range 
plans that may not be comparable to other companies and that are not yet publicly available, is dependent on 
several critical management assumptions. These assumptions include estimates of future sales growth, 
operating profit, income tax rates, terminal value growth rates, capital expenditures and the weighted average 
cost of capital (discount rate). Anticipated cash flows used under the income approach are developed every 
fourth quarter in conjunction with our annual budgeting process and also incorporate amounts and timing of 
future cash flows based on our long range plan. 


The discount rates used in the income approach are an estimate of the rate of return that a market participant 
would expect of each reporting unit. To select an appropriate rate for discounting the future earnings stream, a 
review is made of short-term interest rate yields of long-term corporate and government bonds, as well as the 
typical capital structure of companies in the industry. The discount rates used for each reporting unit may vary 
depending on the risk inherent in the cash flow projections, as well as the risk level that would be perceived by a 
market participant. A terminal value is included at the end of the projection period used in our discounted cash 
flow analysis to reflect the remaining value that each reporting unit is expected to generate. The terminal value 
represents the present value in the last year of the projection period of all subsequent cash flows into perpetuity. 
The terminal value growth rate is a key assumption used in determining the terminal value as it represents the 
annual growth of all subsequent cash flows into perpetuity. 


Under the market approach, we apply the guideline company method in estimating fair value. The guideline 
company method makes use of market price data of corporations whose stock is actively traded in a public 
market. The corporations we select as guideline companies are engaged in a similar line of business or are 
subject to similar financial and business risks, including the opportunity for growth. The guideline company 
method of the market approach provides an indication of value by relating the equity or invested capital 
(debt plus equity) of guideline companies to various measures of their earnings and cash flow, then applying 
such multiples to the business being valued. The result of applying the guideline company approach is 
adjusted based on the incremental value associated with a controlling interest in the business. This “control 
premium” represents the amount a new controlling stockholder would pay for the benefits resulting from 
synergies and other potential benefits derived from controlling the enterprise. 


For the annual goodwill impairment test in the fourth quarter of 2021, we elected to perform a qualitative 
assessment for the U.S. Company-operated and franchise restaurants and the Canada franchise restaurants, 
and we performed a quantitative goodwill impairment test for the global real estate and development 
operations. The qualitative assessment indicated the fair value of our U.S. Company-operated and franchise 
restaurants and our Canada franchise restaurants reporting units was more likely than not greater than the 
carrying amount. Our quantitative goodwill impairment test for our global real estate and development 
operations indicated that there had been no impairment and the fair value of this reporting unit of 
$1,586.0 million was approximately 33% in excess of its carrying value. 


Our indefinite-lived intangible assets represent trademarks and totaled $903.0 million as of January 2, 2022. 
We test indefinite-lived intangible assets for impairment annually, or more frequently if events or changes in 
circumstances indicate that the assets may be impaired. Our annual impairment test may be completed 
through a qualitative assessment to determine if the fair value of the indefinite-lived intangible assets is more 
likely than not greater than the carrying amount. If we elect to bypass the qualitative assessment, or if a 
qualitative assessment indicates it is more likely than not that the estimated carrying value exceeds the fair 
value, we test for impairment using a quantitative process. Our quantitative process includes comparing the 
carrying value to the fair value of our indefinite-lived intangible assets, with any excess recognized as an 
impairment loss. Our critical estimates in the determination of the fair value of our indefinite-lived intangible 
assets include the anticipated future revenues of Company-operated and franchised restaurants and the 
resulting cash flows. 


For the annual impairment test of our indefinite-lived intangible assets in the fourth quarter of 2021, we 
elected to perform a qualitative assessment. The qualitative assessment indicated the fair value of our 
indefinite-lived intangible assets was more likely than not greater than the carrying amount. 


The estimated fair values of our goodwill reporting units and indefinite-lived intangible assets are subject to 
change as a result of many factors including, among others, any changes in our business plans, changing 
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economic conditions and the competitive environment. Should actual cash flows and our future estimates 
vary adversely from those estimates we use, we may be required to recognize impairment charges in future 
years. 


Impairment of long-lived assets: 


As of January 2, 2022, the total net carrying value of our long-lived tangible and definite-lived intangible 
assets was $2,341.6 million. Our long-lived assets include (1) properties and related definite-lived intangible 
assets (e.g., favorable leases) that are leased and/or subleased to franchisees, (2) Company-operated restaurant 
assets and related definite-lived intangible assets, which include reacquired rights under franchise agreements, 
and (3) finance and operating lease assets. 


We review our long-lived assets for impairment whenever events or changes in circumstances indicate that 
the carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived assets 
by comparing the carrying amount of the asset group to future undiscounted net cash flows expected to be 
generated through leases and/or subleases or by our individual Company-operated restaurants. If the carrying 
amount of the long-lived asset group is not recoverable on an undiscounted cash flow basis, then impairment 
is recognized to the extent that the carrying amount exceeds its fair value and is included in “Impairment of 
long-lived assets.” Our critical estimates in this review process include the anticipated future cash flows from 
leases and/or subleases or individual Company-operated restaurants, which is used in assessing the 
recoverability of the respective long-lived assets. Our impairment losses principally reflect impairment charges 
resulting from the deterioration in operating performance of certain Company-operated restaurants. 


Our fair value estimates are subject to change as a result of many factors including, among others, any 
changes in our business plans, changing economic conditions and the competitive environment. Should 
actual cash flows and our future estimates vary adversely from those estimates we used, we may be required to 
recognize additional impairment charges in future years. 


Our ability to realize deferred tax assets: 


We account for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial 
statement carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating 
loss, capital loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted 
tax rates expected to apply to the years in which those differences are expected to be recovered or settled. 


Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not be 
realized. In evaluating the realizability of deferred tax assets, the Company considers all available positive and 
negative evidence, including the interaction and the timing of future reversals of existing temporary 
differences, recent operating results, tax-planning strategies and projected future taxable income. In 
projecting future taxable income, we begin with historical results from continuing operations and incorporate 
assumptions including future operating income, the reversal of temporary differences and the 
implementation of feasible and prudent tax planning strategies. These assumptions require significant 
judgment and are consistent with the plans and estimates we are using to manage our underlying business. In 
evaluating the objective evidence that historical results provide, we consider three years of cumulative 
operating income. 


When considered necessary, a valuation allowance is recorded to reduce the carrying amount of the deferred 
tax assets to their anticipated realizable value. Our evaluation of the realizability of our deferred tax assets is 
subject to change as a result of many factors including, among others, any changes in our business plans, 
changing economic conditions, the competitive environment and the effect of future tax legislation. Should 
future taxable income vary from projected taxable income, we may be required to adjust our valuation 
allowance in future years. 


Net operating loss and credit carryforwards are subject to various limitations and carryforward periods. As of 
January 2, 2022, we have foreign tax credits of $19.5 million and state tax credits of $0.6 million, both of 
which will begin to expire in 2022. In addition, as of January 2, 2022, we have deferred tax assets for foreign 
net operating loss carryforwards of $1.4 million, as well as state and local net operating loss carryforwards of 
$39.1 million that will begin to expire in 2022. We believe it is more likely than not that the benefit from 


certain net operating loss carryforwards and tax credits will not be realized. In recognition of this risk, we 
have provided a valuation allowance of $38.3 million. 


e Income tax uncertainties: 


We measure income tax uncertainties in accordance with a two-step process of evaluating a tax position. We 
first determine if it is more likely than not that a tax position will be sustained upon examination based on 
the technical merits of the position. A tax position that meets the more-likely-than-not recognition threshold 
is then measured, for purposes of financial statement recognition, as the largest amount that has a greater 
than 50% likelihood of being realized upon effective settlement. We have unrecognized tax benefits of 
$18.8 million, which if resolved favorably would reduce our tax expense by $14.9 million as of January 2, 
2022. 


We accrue interest related to uncertain tax positions in “Interest expense, net.” As of January 2, 2022, we had 
$1.0 million accrued for interest. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process 
(“CAP”). As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are 
resolved prior to the filing of the tax return. As such, our U.S. federal income tax returns for fiscal years 2009 
through 2019 have been settled. The statute of limitations for the Company’s state tax returns vary, but 
generally the Company’s state income tax returns from its 2018 fiscal year forward remain subject to 
examination. We believe that adequate provisions have been made for any liabilities, including interest and 
penalties that may result from the completion of these examinations. 


New Accounting Standards 


See Note 1 of the Financial Statements and Supplementary Data contained in Item 8 herein for a summary of 
new or amended accounting standards applicable to us. 


Item 7A. Quantitative and Qualitative Disclosures about Market Risk. 


Certain statements the Company makes under this Item 7A constitute “forward-looking statements” under the 
Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking Statements and 
Projections” in “Part I” preceding “Item 1. Business.” 


We are exposed to the impact of interest rate changes, changes in commodity prices and foreign currency 
fluctuations primarily related to the Canadian dollar. In the normal course of business, we employ established policies 
and procedures to manage our exposure to these changes using financial instruments we deem appropriate. 


Interest Rate Risk 


Our objective in managing our exposure to interest rate changes is to limit the impact on our earnings and cash 
flows. Our policies prohibit the use of derivative instruments for trading purposes, and we had no outstanding 
derivative instruments as of January 2, 2022. 


Our long-term debt, including the current portion, aggregated $2,422.5 million as of January 2, 2022 
(excluding unamortized debt issuance costs and the effect of purchase accounting adjustments). The Company’s 
predominantly fixed-rate debt structure has reduced its exposure to interest rate increases that could adversely affect its 
earnings and cash flows. The Company is exposed to interest rate increases under its Series 2021-1 Class A-1 Notes 
and other lines of credit; however, the Company had no outstanding borrowings under the 2021-1 Class A-1 Notes 
or its other lines of credit as of January 2, 2022. See Note 12 of the Financial Statements and Supplementary Data 
contained in Item 8 herein for further information on the Company’s debt structure and its securitized financing 


facility. 


In addition, certain of the Company’s loan documents determine interest based on LIBOR, and we currently 
intend to renegotiate such loan documents prior to LIBOR being discontinued in 2023. At this time, we cannot 
predict what alternative index would be negotiated with our lenders or the resulting impact on our interest expense. 
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Commodity Price Risk 


Commodity price increases directly impacted our consolidated results of operations during 2021, and we expect 
this to continue into 2022. We purchase certain food products, such as beef, chicken, pork, cheese and grains, that are 
affected by changes in commodity prices and, as a result, we are subject to variability in our food costs. QSCC, our 
independent supply chain purchasing co-op, negotiates contracts with approved suppliers on behalf of the Wendy’s 
system in the U.S. and Canada to ensure favorable pricing for its major food products, as well as maintain an 
adequate supply of fresh food products. While price volatility can occur, which would impact profit margins, the 
purchasing contracts seek to limit the variability of these commodity costs without establishing any firm purchase 
commitments by us or our franchisees. In addition, we believe that alternative suppliers are generally available. Our 
ability to recover increased commodity costs through higher pricing is, at times, limited by the competitive 
environment in which we operate. 


Foreign Currency Risk 


Our exposures to foreign currency risk are primarily related to fluctuations in the Canadian dollar relative to the 
US. dollar for our Canadian operations. We monitor these exposures and periodically determine our need for the use 
of strategies intended to lessen or limit our exposure to these fluctuations. We have exposure related to our investment 
in a Canadian subsidiary which is subject to foreign currency fluctuations. The exposure to Canadian dollar exchange 
rates on the Company’s cash flows primarily includes imports paid for by Canadian operations in U.S. dollars and 
payments from the Company’s Canadian operations to the Company’s U.S. operations in U.S. dollars. Revenues 
from our Canadian operations for the year ended January 2, 2022 represented approximately 5% of our total 
revenues. An immediate 10% change in Canadian dollar exchange rates versus the U.S. dollar from their levels at 
January 2, 2022 would not have a material effect on our consolidated financial position or results of operations. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
To the Board of Directors and Stockholders of The Wendy’s Company 


Opinion on the Financial Statements 


We have audited the accompanying consolidated balance sheets of The Wendy’s Company and subsidiaries (the 
“Company”) as of January 2, 2022 and January 3, 2021, the related consolidated statements of operations, 
comprehensive income, stockholders’ equity, and cash flows, for each of the three years in the period ended January 2, 
2022, and the related notes (collectively referred to as the “financial statements”). In our opinion, the financial 
statements present fairly, in all material respects, the financial position of the Company as of January 2, 2022 and 
January 3, 2021, and the results of its operations and its cash flows for each of the three years in the period ended 
January 2, 2022, in conformity with accounting principles generally accepted in the United States of America. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States) (PCAOB), the Company’s internal control over financial reporting as of January 2, 2022, based on 
criteria established in Internal Control—Integrated Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission and our report dated March 1, 2022, expressed an unqualified opinion 
on the Company’s internal control over financial reporting. 


Basis for Opinion 


These financial statements are the responsibility of the Company’s management. Our responsibility is to express 
an opinion on the Company’s financial statements based on our audits. We are a public accounting firm registered 
with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. 
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the 


PCAOB. 


We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material 
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to 
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in 
the financial statements. Our audits also included evaluating the accounting principles used and significant estimates 
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our 
audits provide a reasonable basis for our opinion. 


Critical Audit Matter 


The critical audit matter communicated below is a matter arising from the current-period audit of the financial 
statements that was communicated or required to be communicated to the audit committee and that (1) relates to 
accounts or disclosures that are material to the financial statements and (2) involved our especially challenging, 
subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion 
on the financial statements, taken as a whole, and we are not, by communicating the critical audit matter below, 
providing a separate opinion on the critical audit matter or on the accounts or disclosures to which it relates. 


Goodwill—Global Real Estate and Development Operations Reporting Unit — Refer to Notes I and 10 to the 
financial statements 


Critical Audit Matter Description 
The Company’s evaluation of goodwill for impairment involves the comparison of the fair value of each 


reporting unit to its carrying value. 


The Company used both an income approach and a market approach to estimate fair value of the global real 
estate and development operations reporting unit. The income approach requires management to make significant 
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estimates and assumptions including future sales growth, operating profit and the weighted average cost of capital 
(discount rate). The market approach requires use of market price data of guideline public companies to estimate the 
fair value of the reporting unit. Changes in these assumptions could have a significant impact on either the fair value, 
the amount of any goodwill impairment charge, or both. The goodwill balance was $775.3 million as of January 2, 
2022, of which $122.5 million was allocated to the global real estate and development operations reporting unit. The 
fair value of the global real estate and development operations reporting unit exceeded its carrying value as of the 
measurement date and, therefore, no impairment was recognized. 


We identified the Company’s income approach in the impairment evaluation of goodwill for the global real 
estate and development operations reporting unit as a critical audit matter because of the significant judgments made 
by management to estimate the fair value of this reporting unit. This required a high degree of auditor judgment and 
an increased extent of effort, including the need to involve our fair value specialists, when performing audit 
procedures to evaluate the reasonableness of management’s estimates and assumptions, particularly related to future 
sales growth, operating profit and the selection of the discount rate. 


How the Critical Audit Matter Was Addressed in the Audit 


Our audit procedures related to the estimates of future sales growth, operating profit and discount rate used by 
management to estimate the fair value of the global real estate and development operations reporting unit included 
the following, among others: 


e We tested the effectiveness of controls over management’s goodwill impairment evaluation, including those 
over the determination of the fair value of the global real estate and development operations reporting unit, 
such as controls related to management’s forecasts of future sales growth, operating profit and selection of the 
discount rate. 


e We evaluated management’s ability to accurately forecast future sales growth and operating profit by 
comparing actual results to management’s historical forecasts. 


e We evaluated the reasonableness of management’s sales and operating profit forecasts by comparing the 
forecasts to (1) historical sales and operating profit and (2) internal communications to management and the 
Board of Directors. We also considered the impact of changes in management’s forecasts from the annual 
measurement date in the fourth quarter to January 2, 2022. 


e With the assistance of our fair value specialists, we evaluated the discount rate, including testing the 
underlying source information and the mathematical accuracy of the calculation, and by developing a range 
of independent estimates and comparing those to the discount rate selected by management. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
March 1, 2022 


We have served as the Company’s auditor since 1994. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 
(In Thousands Except Par Value) 


ASSETS 

Current assets: 
Cash and cash equivalents .. 1.1... 0. cee cee teen eens 
Restricted cash 6.0... . ccc cece cece ence tence ete teen ene tenes 
Accounts and notes receivable, net ...... 0.0. cc ccc ence nen e eens 
DTA VSTTO PIES ises os Sg cade candela vacesenaets ard den oo acaeacedoioesss ard ein dl etcdad facet aoa Mace 
Prepaid expenses and other current assets ...... 0... eee eee eee 
Advertising funds restricted assets... 0... cee ee eee ee 


Dotalcurtentassets” 2204, sdk ob Sand eeeeSe Goss Hei Oe eehededads 
PROPCIleS ssc. s- 4a RR ERE MESSE ak SE RE ea REESE PAM eels ae 
Finance leasé assets: s.0s's2<c pie Ae eee wedes oer Shes bed Whee Shea 
Operating lease assets: o-0052 Sapna eee nig pad gad Phe ae ehiakeris eeasews 
Goodwill. jccsstoidn eigeetioiiwedia ohaee Shid ebeld ees een ee edeed 
Other intangible assets: 242. wees dg waa ket eda ided en boU sab Miedo bee 
WAVESUIM ENS, esses sie ser d Regeateed Bekna ad. death Mea SIs ord Pe aebiw Goer ae nda oad eaters Sane 
Net investment in sales-type and direct financing leases... 2.0... eee eee 
Other assets? pcs iewtde dale ian Maes’ Giga odie ebedeteteeeadeeidd 


LIABILITIES AND STOCKHOLDERS’ EQUITY 

Current liabilities: 
Current portion of long-term debt... 0.0... 0. 0c eee eee 
Current portion of finance lease liabilities ........ 0... 
Current portion of operating lease liabilities... 0.0.0.0... ec eee eee eee 
Accoutits payable: 22 s5a.4, cds eve cb giver alae Boebg Garecdplarde yang ssadeebapce deelaodesbadeuenens 
Accrued expenses and other current liabilities... 0.0.0.0... e eee eee 
Advertising funds restricted liabilities... 0.0.0... cee eee 


Total current liabilities... 0.0... ce teen eee eens 
Lomestertcdeb ts isecss doacaecs dative say cathe ds lens. Goes tea Gabraceapierduestbead ues eag ghee te sdnale nase 
Long-term finance lease liabilities... 60... cee eee eee 
Long-term operating lease liabilities .. 0.1... eee eee 
Deferred income taxes 0... 0... ccc eee ete e ence eee een n eens 
Deferred franchise fees 2.0... ccc een eee nee n ene nes 


Other liabilities: ..424.6.5.osae Sua we ate eed odie edhe Geddes bk deeded oe 


Total diabilitiesins:..cshcosestaentesentcawyietens aoa ct etedathevesd cyan beaai-eck Sates eee 
Commitments and contingencies 
Stockholders’ equity: 
Common stock, $0.10 par value; 1,500,000 shares authorized; 

470,424 shares issued; 215,849 and 224,268 shares outstanding, respectively .. 
Additional paid-in capital... 0... cc ence eee eee 
Retained Gatiness ste mart deny eaes avs bode eee Eta aPLeeyee de ed 
Common stock held in treasury, at cost; 254,575 and 246,156 shares, 

TESPECtlVel a... 54 ioe oem eae uals ee Rhee ee haa eee een 
Accumulated other comprehensive loss ..... 0.0.0... cece ee eee 


Total stockholders’ equity 2.0.0... eee cette 
Total liabilities and stockholders’ equity .......... 00. e eee eee eee 


See accompanying notes to consolidated financial statements. 





January 2, January 3, 
2022 2021 

$ 249,438 $ 306,989 
27,535 33,973 
119,540 109,891 
5,934 4,732 
30,584 89,732 
159,818 142,306 
592,849 687,623 
906,867 915,889 
244,279 206,153 
812,620 821,480 
7753278 751,049 
1,280,791 1,224,960 
49,870 44,574 
299,707 268,221 
139,130 120,057 





$ 5,101,391 


$ 5,040,006 

















$ 24,250 $ 28,962 
15,513 12,105 
47,315 45,346 
41,163 31,063 

140,783 155,321 
157,901 140,511 
426,925 413,308 
2,356,416 2,218,163 
559,587 506,076 
853,328 865,325 
267,710 280,755 
88,102 89,094 
112,918 117,689 
4,664,986 4,490,410 
47,042 47,042 
2,898,633 2,899,276 
344,198 238,674 
(2,805,268) (2,585,755) 
(48,200) (49,641) 
436,405 549,596 





$ 5,101,391 


$ 5,040,006 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS 
(In Thousands Except Per Share Amounts) 


Revenues: 


Sales seein she Mee See Mawes PAG eae eee 
Franchise royalty revenue and fees ............00 eee eee 
Franchise rental income: .dcieaiagesia sed fo bgens peatews 


Costs and expenses: 


Cost:6f §alé8's.:-53sdea iw edeptnGdnie sp banerbedne ones 
Franchise support and other costs... 2.0.0... 00 eee eee 
Franchise rental expense 0.1... 0. eee eee eee 
Advertising funds expense .. 0.0.0.0... cece eee eee eee 
General and administrative .. 0.0.0... ec ccc eee ees 
Depreciation and amortization ...... 0.0... eee eee eee 
System optimization gains, net... 6... ee eee eee 
Reorganization and realignment costs..........-0 00s eee 
Impairment of long-lived assets 1.2.0... eee eee eee 
Other operating income, net 1.1... . eee eee eee 


Operating profits. cab ont sees e eee ts eee tne ees 
[nterést expense, NEO osc eee cede eee ateneds dees ee ae 
Loss on early extinguishment of debt ..............00..000005 
Investment income (loss), net... 6... eee eee eee 
Other income; net s+. J sekeedns ghia eadeaan donee ween eee 


Income before income taxes ...... 0.000. e ce eee eens 
Provision for income taxes .... 0... eee cee eee 


Net income ........ ccc cee ence cence cence eacenes 


Net income per share: 


BASIS x asst dh aechlots See ety Bee aiedtes Seale tee aia acee aE 


























Year Ended 
January 2, January 3, December 29, 
2022 2021 2019 

$ 734,074 $722,764 $ 707,485 
536,748 444,749 428,999 
236,655 232,648 233,065 
389,521 333,064 339,453 
1,896,998 1,733,825 1,709,002 
611,680 614,907 597,530 
42,900 26,464 43,686 
132,411 125,613 123,929 
411,751 345,360 338,116 
242,970 206,876 200,206 
125,540 132,775 131,693 
(33,545) (3,148) (1,283) 
8,548 16,030 16,965 
2,251 8,037 6,999 
(14,468) (8,397) (11,418) 
1,530,038 1,464,517 1,446,423 
366,960 269,308 262,579 
(109,185) (117,737) = (115,971) 
(17,917) — (8,496) 
39 (225) 25,598 

681 1,449 7,771 
240,578 152,795 171,481 
(40,186) (34,963) (34,541) 

$ 200,392 $117,832 $ 136,940 
$ 1 §$ 53 $ .60 
89 2 58 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
(In Thousands) 


INe@t INCOME 4.3. Ase dk Gene KOS Pha Sob Sieben de dae ed 
Other comprehensive income: 
Foreign currency translation adjustment .............. 000 eee eee eee 


Other:comptehénsiveincome is saciccee ieee arse di bees sae canes 


Comprehensive income 1.2... .. eee cece eee teens 








Year Ended 
January 2, January 3, | December 29, 
2022" 2021” 2019 
$200,392 $117,832 $136,940 
1,441 4,187 7,845 
1,441 4,187 7,845 
$201,833 $122,019 $144,785 








See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 
(In Thousands) 


Balance at December 30, 2018 ............. 


INGE AR CORE 08. ieie is dis cane oeSue sud doavdsneeereirdven’ 
Other comprehensive income, net ....... 
Cash dividends ............000.0 000 
Repurchases of common stock, including 
accelerated share repurchase.......... 
Share-based compensation ............. 
Common stock issued upon exercises of 
StOCK-OPUOHS: is. mes rec ee ok vad nes 
Common stock issued upon vesting of 
restricted shares ........ 00000 ceeeee 
Cumulative effect of change in accounting 
PROCIPlS: veers oka eeex danas ves 


MEE ce Sciriecntuapradaearetgetsistaaaianias 


Balance at December 29, 2019 ............. 


INGEINCOMIE! J sce anes ensemnacht © oaneca soba 
Other comprehensive income, net ....... 
Cash dividends ..............0000005 
Repurchases of common stock, including 
accelerated share repurchase.......... 
Share-based compensation ............. 
Common stock issued upon exercises of 
stock options ......... 0. eee eee eee 
Common stock issued upon vesting of 
restricted shares ........ 00.00 eee eae 


TREE fess natecs sos chet cctegascd ne ath Avec’ 


Balance at January 3, 2021 ................ 
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INGEINCOME? saree dd. Sine Maw aang kes 
Other comprehensive income, net ....... 
Gashrdividénds: x... ¢ssos dos gens eee serene 
Repurchases of common stock, including 
accelerated share repurchase.......... 
Share-based compensation ............. 
Common stock issued upon exercises of 
Stock: OptiOMS cs seed ewww dati 
Common stock issued upon vesting of 
restricted shares .........00 0000000 


MEP”. sss tain igatdaan eupetoain aie de eck acaus andes 











Accumulated 
Additional Common Other 
Common Paid-In Retained Stock Held in Comprehensive 
Stock Capital Earnings Treasury Loss Total 
$47,042 $2,884,696 $146,277 $(2,367,893)  $(61,673)  $ 648,449 
— — 136,940 — — 136,940 
— _ = = 7,845 7,845 
_— —_— (96,364) — — (96,364) 
— (15,000) — (202,771) — (217,771) 
— 18,676 — — — 18,676 
— (808) — 28,944 — 28,136 
— (13,677) _— 5,050 — (8,627) 
— _ (1,105) _ (1,105) 
— 114 (23) 89 — 180 
47,042 2,874,001 185,725 (2,536,581) (53,828) 516,359 
— — 117,832 — — 117,832 
—_— — — — 4,187 4,187 
— — (64,866) — — (64,866) 
— 15,000 — (76,095) — (61,095) 
— 18,930 — —_ — 18,930 
— (912) — 24,263 — 23,351 
— (7,889) —_— 2,500 — (5,389) 
— 146 (17) 158 — 287 
47,042 2,899,276 238,674 (2,585,755) (49,641) 549,596 
— — 200,392 — — 200,392 
_ = = — 1,441 1,441 
— — (94,846) — — (94,846) 
—_— (18,750) a (249,058) — (267,808) 
— 22,019 _ —_ — 22,019 
— 1911 — 27,139 —_ 29,050 
— (6,023) — 2,285 _ (3,738) 
— 200 (22) 121 — 299 
$47,042 $2,898,633 $344,198 $(2,805,268)  $(48,200)  $ 436,405 








See accompanying notes to consolidated financial statements. 


THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
(In Thousands) 


























Year Ended 
January 2, January 3, | December 29, 
2022 2021 2019 
Cash flows from operating activities: 
IN Gb 11 CORE 5, dca se sraipacite seit racigeta dyes lore ces aise dente vad le dola ah indi eens uby Sebcbedelteb ule on ease serrenedeeutets $ 200,392 $ 117,832 $ 136,940 
Adjustments to reconcile net income to net cash provided by operating activities: 
Depreciation and amortization 2.0.0.0... 0.00. cece eee cece eee eee 125,540 132,775 131,693 
Share-based compensation ........... 0000 c cece cece ees 22,019 18,930 18,676 
Impairment of long-lived assets .... 0.0.0... cece cece eee eee 2,251 8,037 6,999 
Deferrediincomeitax: sé adage od aco acer a dod sorties aie to areas atadeeeek (13,781) 10,266 837 
Non-cash rental expense; net csc csg cae ieee cnet See outa weeae 40,596 28,937 28,202 
Change in operating lease liabilities ..................0.000..0.00000. (45,606) (40,905) (41,911) 
Net receipt (recognition) of deferred vendor incentives ..............044 715 2,495 (501) 
System optimization gains, net... 0... eee (33,545) (3,148) (1,283) 
Gain on sale of investments, net .... 00.0. e cece eee eee eee (63) — (24,496) 
Distributions received from TimWen joint venture .............0000008 16,337 8,376 13,400 
Equity in earnings in joint ventures, net... 6.6... eee eee eee (11,203) (6,096) (8,673) 
Long-term debt-related activities, net (see below) .......... 0... e eee eee 24,758 6,723 15,317 
OER TEE: Seas stik ee itera g eetoahsSobite eer oiscacdcae deh Ah oiave Ga acacia oe aes (13,242) (6,438) (4,838) 
Changes in operating assets and liabilities: 
Accounts and notes receivable, net... 0.0... .0 0c cece cece ee eee eae (5,613) (16,243) 16,935 
Ti VEPIGORIES icc sre snptaceanie. ovarieu dina cel nnbeeurveeditp dah (eAiubh len Mhesdc dts dieser ertectesbarNeya (872) (841) (163) 
Prepaid expenses and other current assets ....... 0... cece eee eee (3,396) (8,780) (1,569) 
Advertising funds restricted assets and liabilities ..............000. 11,519 49,052 (2,720) 
Accourits payable. <i skeen isacs sosdorda's oetiiaas tos dae et 7,586 1,620 1,054 
Accrued expenses and other current liabilities ................0000. 21,380 (18,231) 5,034 
Net cash provided by operating activities..............0.0004 345,772 284,361 288,933 
Cash flows from investing activities: 
Capital éxpenditiites s2.cisaceaedanidsddaw hacen euedendaaeaaeeeles (77,984) (68,969) (74,453) 
PA COUISIMIOINS exec s:spsac oar casper e.g lecitin’aabtcarishanah tuash @itoanaxauaustayaoat eee eesaelens. (123,069) (4,879) (5,052) 
DispOsitiOns: ssc. ide cee ace a bins HORS LA peed sae sole ee coe aes as 55,118 6,091 3,448 
Proceeds from sale of investments ........6 00 ccc cece cece ences 63 169 24,496 
Notes receivables nétercc. cos eck s sctaw eu a eet ah a ape dt nai deg dhe eck 1,203 (662) (3,370) 
Payments for investments ...... 0... cece eee ete etee eens (10,000) — — 
Net cash used in investing activities 0.0.0... cece eee ee eee (154,669) (68,250) (54,931) 
Cash flows from financing activities: 
Proceeds from long-term debt ............ 00000 cece cece eee eee 1,100,000 153,315 850,000 
Repayments of long-term debt .. 0.0... eee eee (970,344) (191,462) (899,800) 
Repayments of finance lease liabilities ©... 0. (13,640) (8,383) (6,835) 
Deferred financing: Costs: i.3.oviong ore eoe eae edeeda eds Cee ed Sewer ed (20,873) (2,122) (14,008) 
Repurchases of common stock, including accelerated share repurchase ..... (268,531) (62,173) (217,797) 
Dividends: < éc4 cbs vs awaiindiwds gea ped sola uee ihe Gees eee eS (94,846) (64,866) (96,364) 
Proceeds from stock option exercises... 0. eee 30,003 23,361 28,328 
Payments related to tax withholding for share-based compensation ........ (4,511) (5,577) (8,820) 
Net cash used in financing activities ...... 0... e eee eee (242,742) (157,907) (365,296) 
Net cash (used in) provided by operations before effect of exchange rate changes on 
ASIN 55d se Ge Sader cet este as acon wl, are cise kceuaed webbed deans. web Seabee gaa os Relate ay (51,639) 58,204 (131,294) 
Effect of exchange rate changes on cash .. 0... eee 364 1,330 3,489 
Net (decrease) increase in cash, cash equivalents and restricted cash .............., (51,275) 59,534 (127,805) 
Cash, cash equivalents and restricted cash at beginning of period ................, 418,241 358,707 486,512 
Cash, cash equivalents and restricted cash at end of period .................0000. $ 366,966 $418,241  $ 358,707 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS—CONTINUED 
(In Thousands) 


Detail of cash flows from operating activities: 
Long-term debt-related activities, net: 


Loss on early extinguishment of debt ...............00000000. 
Accretion of long-term debt ..... 00.0... cece eee eee eee eee 
Amortization of deferred financing costs ....... 0.00.0... 00 eee 


Supplemental cash flow information: 


Cash paid for: 


TICS REST wx sasgusi seek n 4 eet ace. Gi atarane and ndia do dnscdletiecg. Seino aed wrasse ts 


Supplemental non-cash investing and financing activities: 


Capital expenditures included in accounts payable .................. 
imanice Leases: cs, se 5 edie sey atte eacatusntastats, easncecesbeecy harm andtseal aninahaaceaiee 


Reconciliation of cash, cash equivalents and restricted cash at end of period: 


Cash and cash equivalents... 0.0... cece cee eee 
Restricted cash oo... eect ee eet e ene nena 














Year Ended 
January 2, January 3, | December 29, 
2022" 20212019 
$ 17,917 $ — $ 8,496 
L277 1,161 1,272 
5,664 5,562 5,549 
$ 24,758 $ 6,723 $ 15,317 
$133,284 $136,228 $138,270 
54,779 16,202 34,798 
$ 6,158 $ 3,673 $ 6,026 
82,032 34,918 50,061 
January 2, January 3, | December 29, 
2022" 2021” 2019 
$249,438 $306,989 $300,195 
27,535 33,973 34,539 
89,993 77,279 23,973 
$366,966 $418,241 $358,707 








See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(In Thousands Except Per Share Amounts) 


(1) Summary of Significant Accounting Policies 
Corporate Structure 


The Wendy’s Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company,” “we,” 
“us,” or “our”) is the parent company of its 100% owned subsidiary holding company, Wendy’s Restaurants, LLC 
(“Wendy’s Restaurants”). Wendy's Restaurants is the parent company of Wendy’s International, LLC and _ its 
subsidiaries (“Wendy’s”). Wendy’s franchises and operates Wendy’s quick-service restaurants specializing in 
hamburger sandwiches throughout the United States of America (“U.S.”) and in 31 foreign countries and U.S. 
territories. At January 2, 2022, Wendy’s operated and franchised 408 and 6,541 restaurants, respectively. 


The Company manages and internally reports its business in the following segments: (1) Wendy’s U.S., 
(2) Wendy’s International and (3) Global Real Estate & Development. See Note 26 for further information. 


Principles of Consolidation 


The accompanying consolidated financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America (“GAAP”) and include all of the Company’s 
subsidiaries. We also consider for consolidation entities in which we have certain interests, where the controlling 
financial interest may be achieved through arrangements that do not involve voting interests. Such an entity, known 
as a variable interest entity (“VIE”), is required to be consolidated by its primary beneficiary. The primary beneficiary 
is the entity that possesses the power to direct the activities of the VIE that most significantly impact its economic 
performance and has the obligation to absorb losses or the right to receive benefits from the VIE that are significant to 
it. The principal entities in which we possess a variable interest include the Company’s national advertising funds for 
the U.S. and Canada (the “Advertising Funds”). All intercompany balances and transactions have been eliminated in 
consolidation. 


The preparation of consolidated financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 
during the reporting period. Actual results could differ materially from those estimates. 


On March 11, 2020, the World Health Organization declared the novel strain of coronavirus (““COVID-19”) a 
global pandemic. We continue to monitor the dynamic nature of the COVID-19 pandemic on our business, results 
and financial condition; however, we cannot predict the ultimate duration, scope or severity of the COVID-19 
pandemic or its ultimate impact on our results of operations, financial condition and prospects. 


Reclassifications 


Certain reclassifications have been made to the prior year presentation to conform to the current year 
presentation. 


Fiscal Year 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 2, 2022” or “2021,” which consisted of 
52 weeks, (2) “the year ended January 3, 2021” or “2020,” which consisted of 53 weeks, and (3) “the year ended 
December 29, 2019” or “2019,” which consisted of 52 weeks. All references to years, quarters and months relate to 
fiscal periods rather than calendar periods. 


Cash and Cash Equivalents 


All highly liquid investments with a maturity of three months or less when acquired are considered cash 
equivalents. The Company’s cash and cash equivalents principally consist of cash in bank and money market mutual 
fund accounts and are primarily not in Federal Deposit Insurance Corporation insured accounts. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


We believe that our vulnerability to risk concentrations in our cash equivalents is mitigated by (1) our policies 
restricting the eligibility, credit quality and concentration limits for our placements in cash equivalents and 
(2) insurance from the Securities Investor Protection Corporation of up to $500 per account, as well as supplemental 
private insurance coverage maintained by substantially all of our brokerage firms, to the extent our cash equivalents 
are held in brokerage accounts. 


Restricted Cash 


In accordance with the Company’s securitized financing facility, certain cash accounts have been established 
with the trustee for the benefit of the trustee and the noteholders and are restricted in their use. Such restricted cash 
primarily represents cash collections and cash reserves held by the trustee to be used for payments of principal, interest 
and commitment fees required for the Company’s senior secured notes. Restricted cash also includes cash collected by 
the Advertising Funds, usage of which is restricted for advertising activities and is included in “Advertising funds 
restricted assets.” Refer to Note 7 for further information. 


Accounts and Notes Receivable, Net 


Accounts and notes receivable, net, consist primarily of royalties, rents, property taxes and franchise fees due 
principally from franchisees, delivery-related receivables, credit card receivables, insurance receivables and refundable 
income taxes. Reserve estimates include consideration of the likelihood of default expected over the estimated life of 
the receivable. The Company periodically assesses the need for an allowance for doubtful accounts on its receivables 
based upon several key credit quality indicators such as outstanding past due balances, the financial strength of the 
obligor, the estimated fair value of any underlying collateral and agreement characteristics. 


We believe that our vulnerability to risk concentrations in our receivables is mitigated by (1) favorable historical 
collectability on past due balances, (2) recourse to the underlying collateral regarding sales-type and direct financing 
lease receivables, and (3) our expectations for fluctuations in general market conditions. Receivables are considered 
delinquent once they are contractually past due under the terms of the underlying agreements. See Note 7 for further 
information. 


Inventories 


The Company’s inventories are stated at the lower of cost or net realizable value, with cost determined in 
accordance with the first-in, first-out method and consist primarily of restaurant food items and paper supplies. 


Cloud Computing Arrangements (“CCA”) 


The Company capitalizes implementation costs associated with its CCA consistent with costs capitalized for 
internal-use software. Capitalized CCA implementation costs are included in “Prepaid expenses and other current 
assets” and “Other assets.” The CCA implementation costs are amortized over the term of the related hosting 
agreement, including renewal periods that are reasonably certain to be exercised. Amortization expense of CCA 
implementation costs is recorded to “General and administrative.” The CCA implementation costs are included 
within operating activities in the Company’s consolidated statements of cash flows. 


Properties and Depreciation and Amortization 


Properties are stated at cost, including capitalized internal costs of employees to the extent such employees are 
dedicated to specific restaurant construction projects, less accumulated depreciation and amortization. Depreciation 
and amortization of properties is computed principally on the straight-line basis using the following estimated useful 
lives of the related major classes of properties: 3 to 20 years for office and restaurant equipment (including 
technology), 3 to 15 years for transportation equipment and 7 to 30 years for buildings and improvements. When the 
Company commits to a plan to cease using certain properties before the end of their estimated useful lives, 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


depreciation expense is accelerated to reflect the use of the assets over their shortened useful lives. Leasehold 
improvements are amortized over the shorter of their estimated useful lives or the terms of the respective leases, 
including periods covered by renewal options that the Company is reasonably assured of exercising. 


The Company reviews properties for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset group may not be recoverable. If such review indicates an asset group may not be 
recoverable, an impairment loss is recognized for the excess of the carrying amount over the fair value of an asset 
group to be held and used or over the fair value less cost to sell of an asset to be disposed. See “Impairment of Long- 
Lived Assets” below for further information. 


The Company classifies assets as held for sale and ceases depreciation of the assets when there is a plan for 
disposal of the assets and those assets meet the held for sale criteria. Assets held for sale are included in “Prepaid 
expenses and other current assets” in the consolidated balance sheets. 


Goodwill 


Goodwill, representing the excess of the cost of an acquired entity over the fair value of the acquired net assets, 
is not amortized. Goodwill associated with our Company-operated restaurants is reduced as a result of restaurant 
dispositions based on the relative fair values and is included in the carrying value of the restaurant in determining the 
gain or loss on disposal. If a Company-operated restaurant is sold within two years of being acquired from a 
franchisee, the goodwill associated with the acquisition is written off in its entirety. Goodwill has been assigned to 
reporting units for purposes of impairment testing. The Company tests goodwill for impairment annually during the 
fourth quarter, or more frequently if events or changes in circumstances indicate that the asset may be impaired. Our 
annual impairment test of goodwill may be completed through a qualitative assessment to determine if the fair value 
of the reporting unit is more likely than not greater than the carrying amount. If we elect to bypass the qualitative 
assessment for any reporting units, or if a qualitative assessment indicates it is more likely than not that the estimated 
carrying value of a reporting unit exceeds its fair value, we perform a quantitative goodwill impairment test. Under the 
quantitative test, the fair value of the reporting unit is compared with its carrying value (including goodwill). If the 
carrying value of the reporting unit exceeds its fair value, an impairment loss is recognized in an amount equal to that 
excess, limited to the total amount of goodwill allocated to that reporting unit. Our critical estimates in this 
impairment test include future sales growth, operating profit, income tax rates, terminal value growth rates, capital 
expenditures and the weighted average cost of capital (discount rate). 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we use, we may be required to recognize goodwill impairment 
charges in future years. 


Impairment of Long-Lived Assets 


Our long-lived assets include (1) properties and related definite-lived intangible assets (e.g., favorable leases) 
that are leased and/or subleased to franchisees, (2) Company-operated restaurant assets and related definite-lived 
intangible assets, which include reacquired rights under franchise agreements, and (3) finance and operating lease 
assets. 


We review our long-lived assets for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived assets by comparing 
the carrying amount of the asset group to future undiscounted net cash flows expected to be generated through leases 
and/or subleases or by our individual Company-operated restaurants. If the carrying amount of the long-lived asset 
group is not recoverable on an undiscounted cash flow basis, then impairment is recognized to the extent that the 
carrying amount exceeds its fair value and is included in “Impairment of long-lived assets.” Our critical estimates in 
this review process include the anticipated future cash flows from leases and/or subleases or individual Company- 
operated restaurants, which is used in assessing the recoverability of the respective long-lived assets. 
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(In Thousands Except Per Share Amounts) 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we used, we may be required to recognize additional 
impairment charges in future years. 


Other Intangible Assets 


Definite-lived intangible assets are amortized on a straight-line basis using the following estimated useful lives of 
the related classes of intangibles: for favorable leases, the terms of the respective leases, including periods covered by 
renewal options that the Company as lessor is reasonably certain the tenant will exercise; 1 to 5 years for computer 
software; 4 to 20 years for reacquired rights under franchise agreements; and 20 years for franchise agreements. 
Trademarks have an indefinite life and are not amortized. 


The Company reviews definite-lived intangible assets for impairment whenever events or changes in 
circumstances indicate that the carrying amount of the intangible asset may not be recoverable. Indefinite-lived 
intangible assets are tested for impairment at least annually, or more frequently if events or changes in circumstances 
indicate that the assets may be impaired. Our annual impairment test for indefinite-lived intangible assets may be 
completed through a qualitative assessment to determine if the fair value of the indefinite-lived intangible assets is 
more likely than not greater than the carrying amount. If we elect to bypass the qualitative assessment, or if a 
qualitative assessment indicates it is more likely than not that the estimated carrying value exceeds the fair value, we 
test for impairment using a quantitative process. If the Company determines that impairment of its intangible assets 
may exist, the amount of impairment loss is measured as the excess of carrying value over fair value. Our estimates in 
the determination of the fair value of indefinite-lived intangible assets include the anticipated future revenues of 
Company-operated and franchised restaurants and the resulting cash flows. 


Investments 


The Company has a 50% share in a partnership in a Canadian restaurant real estate joint venture (“TimWen”) 
with a subsidiary of Restaurant Brands International Inc., a quick-service restaurant company that owns the Tim 
Hortons® brand (Tim Hortons is a registered trademark of Tim Hortons USA Inc.). In addition, the Company has a 
20% share in a joint venture in Brazil (the “Brazil JV”). The Company has significant influence over these investees. 
Such investments are accounted for using the equity method, under which our results of operations include our share 
of the income (loss) of the investees in “Other operating income, net.” Cash distributions and dividends received that 
are determined to be returns of capital are recorded as a reduction of the carrying value of our investments and returns 
on our investments are recorded to “Investment income (loss), net.” 


The difference between the carrying value of our TimWen equity investment and the underlying equity in the 
historical net assets of the investee is accounted for as if the investee were a consolidated subsidiary. Accordingly, the 
carrying value difference is amortized over the estimated lives of the assets of the investee to which such difference 
would have been allocated if the equity investment were a consolidated subsidiary. To the extent the carrying value 
difference represents goodwill, it is not amortized. 


Other investments in equity securities in which the Company does not have significant influence, and for 
which there is not a readily determinable fair value, are recorded at cost, less any impairment, plus or minus changes 
resulting from observable price changes in orderly transactions for an identical or similar investment of the same 
issuer. Realized gains and losses are reported as income or loss in the period in which the securities are sold or 
otherwise disposed. 


Share-Based Compensation 


The Company has granted share-based compensation awards to certain employees under several equity plans 
(the “Equity Plans”). The Company measures the cost of employee services received in exchange for an equity award, 
which include grants of employee stock options and restricted shares, based on the fair value of the award at the date 
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of grant. Share-based compensation expense is recognized net of estimated forfeitures, determined based on historical 
experience. The Company recognizes share-based compensation expense over the requisite service period unless the 
awards are subject to performance conditions, in which case we recognize compensation expense over the requisite 
service period to the extent performance conditions are considered probable. The Company determines the grant date 
fair value of stock options using a Black-Scholes-Merton option pricing model (the “Black-Scholes Model”). The 
grant date fair value of restricted share awards (“RSAs”), restricted share units (“RSUs”) and performance-based 
awards are determined using the fair market value of the Company’s common stock on the date of grant, as set forth 
in the applicable plan document, unless the awards are subject to market conditions, in which case we use a Monte 
Carlo simulation model. The Monte Carlo simulation model utilizes multiple input variables to estimate the 
probability that market conditions will be achieved. 


Foreign Currency Translation 


The Company’s primary foreign operations are in Canada where the functional currency is the Canadian dollar. 
Financial statements of foreign subsidiaries are prepared in their functional currency and then translated into U.S. 
dollars. Assets and liabilities are translated at the exchange rate as of the balance sheet date and revenues, costs and 
expenses are translated at a monthly average exchange rate. Net gains or losses resulting from the translation are 
recorded to the “Foreign currency translation adjustment” component of “Accumulated other comprehensive loss.” 
Gains and losses arising from the impact of foreign currency exchange rate fluctuations on transactions in foreign 
currency are included in “General and administrative.” 


Income Taxes 


The Company accounts for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial statement 
carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating loss, capital loss and 
tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to 
the years in which those differences are expected to be recovered or settled. 


Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not be 
realized. In evaluating the realizability of deferred tax assets, the Company considers all available positive and negative 
evidence, including the interaction and the timing of future reversals of existing temporary differences, projected 
future taxable income, recent operating results and tax-planning strategies. When considered necessary, a valuation 
allowance is recorded to reduce the carrying amount of the deferred tax assets to their anticipated realizable value. 


The Company records uncertain tax positions on the basis of a two-step process whereby we first determine if it 
is more likely than not that a tax position will be sustained upon examination, including resolution of any related 
appeals or litigation processes, based on the technical merits of the position. A tax position that meets the more-likely- 
than-not recognition threshold is then measured for purposes of financial statement recognition as the largest amount 
of benefit that is greater than 50% likely of being realized upon being effectively settled. 


Interest accrued for uncertain tax positions is charged to “Interest expense, net.” Penalties accrued for uncertain 
tax positions are charged to “General and administrative.” 


Restaurant Acquisitions and Dispositions 


The Company accounts for the acquisition of restaurants from franchisees using the acquisition method of 
accounting for business combinations. The acquisition method of accounting involves the allocation of the purchase 
price to the estimated fair values of the assets acquired and liabilities assumed. This allocation process requires the use 
of estimates and assumptions to derive fair values and to complete the allocation. The excess of the purchase price 
over the fair values of the assets acquired and liabilities assumed represents goodwill derived from the acquisition. See 
“Goodwill” above for further information. 
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In connection with the sale of Company-operated restaurants to franchisees, the Company typically enters into 
several agreements, in addition to an asset purchase agreement, with franchisees including franchise, development, 
relationship and lease agreements. The Company typically sells restaurants’ cash, inventory and equipment and retains 
ownership or the leasehold interest to the real estate to lease and/or sublease to the franchisee. The Company has 
determined that its restaurant dispositions usually represent multiple-element arrangements, and as such, the cash 
consideration received is allocated to the separate elements based on their relative selling price. Cash consideration 
generally includes up-front consideration for the sale of the restaurants, technical assistance fees and development fees 
and future cash consideration for royalties and lease payments. The Company considers the future lease payments in 
allocating the initial cash consideration received. The Company obtains third-party evidence to estimate the relative 
selling price of the stated rent under the lease and/or sublease agreements which is primarily based upon comparable 
market rents. Based on the Company’s review of the third-party evidence, the Company records favorable or 
unfavorable lease assets/liabilities with a corresponding offset to the gain or loss on the sale of the restaurants. The 
cash consideration per restaurant for technical assistance fees and development fees is consistent with the amounts 
stated in the related franchise agreements which are charged for separate standalone arrangements. The Company 
recognizes the technical assistance and development fees over the contractual term of the franchise agreements. Future 
royalty income is also recognized in revenue as earned. See “Revenue Recognition” below for further information. 


Revenue Recognition 


“Sales” includes revenues recognized upon delivery of food to the customer at Company-operated restaurants. 
“Sales” excludes taxes collected from the Company’s customers. Revenue is recognized when the food is purchased. by 
the customer, which is when our performance obligation is satisfied. “Sales” also includes income for gift cards. Gift 
card payments are recorded as deferred income when received and are recognized as revenue upon redemption. 


“Franchise royalty revenue and fees” includes royalties, new build technical assistance fees, renewal fees, 
franchisee-to- franchisee restaurant transfer (“Franchise Flip”) technical assistance fees, Franchise Flip advisory fees, 
development fees and information technology and other fees. Royalties from franchised restaurants are based on a 
percentage of sales of the franchised restaurant and are recognized as earned. New build technical assistance fees, 
renewal fees and Franchise Flip technical assistance fees are recorded as deferred revenue when received and 
recognized as revenue over the contractual term of the franchise agreements, once the restaurant has opened. 
Development fees are deferred when received, allocated to each agreed upon restaurant, and recognized as revenue 
over the contractual term of each respective franchise agreement, once the restaurant has opened. These franchise fees 
are considered highly dependent upon and interrelated with the franchise right granted in the franchise agreement. 
Franchise Flip advisory fees include valuation services and fees for selecting pre-approved buyers for Franchise Flips. 
Franchise Flip advisory fees are paid by the seller and are recognized as revenue at closing of the Franchise Flip 
transaction. Information technology and other fees are recognized as revenue as earned. 


“Franchise rental income” includes rental income from properties owned and leased by the Company and 
leased or subleased to franchisees. Rental income is recognized on a straight-line basis over the respective operating 
lease terms. Favorable and unfavorable lease amounts related to the leased and/or subleased properties are amortized 
to rental income on a straight-line basis over the remaining term of the leases. 


“Advertising funds revenue” includes contributions to the Advertising Funds by franchisees. Revenue related to 
these contributions is based on a percentage of sales of the franchised restaurants and is recognized as earned. 


Cost of Sales 


Cost of sales includes food and paper, restaurant labor and occupancy, advertising and other operating costs 
relating to Company-operated restaurants. Cost of sales excludes depreciation and amortization expense. 


Vendor Incentives 


The Company receives incentives from certain vendors. These incentives are recognized as earned and are 
classified as a reduction of “Cost of sales.” 
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Advertising Costs 


Advertising costs are expensed as incurred and are included in “Cost of sales” and “Advertising funds expense.” 
Production costs of advertising are expensed when the advertisement is first released. 


Franchise Support and Other Costs 


The Company incurs costs to provide direct support services to our franchisees, as well as certain other direct 
and incremental costs to the Company’s franchise operations. These costs primarily relate to franchise development 
services, facilitating Franchise Flips and information technology services, which are charged to “Franchise support and 
other costs,” as incurred. 


Self-Insurance 


The Company is self-insured for most workers’ compensation losses and health care claims and purchases 
insurance for general liability and automotive liability losses, all subject to a $500 per occurrence retention or 
deductible limit. The Company provides for their estimated cost to settle both known claims and claims incurred but 
not yet reported. Liabilities associated with these claims are estimated, in part, by considering the frequency and 
severity of historical claims, both specific to us, as well as industry-wide loss experience and other actuarial 
assumptions. We determine our insurance obligations with the assistance of actuarial firms. Since there are many 
estimates and assumptions involved in recording insurance liabilities and in the case of workers’ compensation a 
significant period of time elapses before the ultimate resolution of claims, differences between actual future events and 
prior estimates and assumptions could result in adjustments to these liabilities. 


Leases 
Determination of Whether a Contract Contains a Lease 


The Company evaluates the contracts it enters into to determine whether such contracts contain leases. A 
contract contains a lease if the contract conveys the right to control the use of identified property, plant or equipment 
for a period of time in exchange for consideration. At commencement, contracts containing a lease are further 
evaluated for classification as an operating or finance lease where the Company is a lessee, or as an operating, sales- 
type or direct financing lease where the Company is a lessor, based on their terms. 


ROU Model and Determination of Lease Term 


The Company uses the right-of-use (“ROU”) model to account for leases where the Company is the lessee, 
which requires an entity to recognize a lease liability and ROU asset on the lease commencement date. A lease liability 
is measured equal to the present value of the remaining lease payments over the lease term and is discounted using the 
incremental borrowing rate, as the rate implicit in the Company’s leases is not readily determinable. The incremental 
borrowing rate is the rate of interest that the Company would have to pay to borrow, on a collateralized basis over a 
similar term, an amount equal to the lease payments in a similar economic environment. Lease payments include 
payments made before the commencement date and any residual value guarantees, if applicable. The initial ROU 
asset consists of the initial measurement of the lease liability, adjusted for any favorable or unfavorable terms for leases 
acquired from franchisees, as well as payments made before the commencement date, initial direct costs and lease 
incentives earned. When determining the lease term, the Company includes option periods that it is reasonably 
certain to exercise as failure to renew the lease would impose a significant economic detriment. For properties used for 
Company-operated restaurants, the primary economic detriment relates to the existence of unamortized leasehold 
improvements which might be impaired if we choose not to exercise the available renewal options. The lease term for 
properties leased or subleased to franchisees is determined based upon the economic detriment to the franchisee and 
includes consideration of the length of the franchise agreement and historical performance of the restaurant. Lease 
terms for real estate are generally initially between 15 and 20 years and, in most cases, provide for rent escalations and 
renewal options. 
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Operating Leases 


For operating leases, minimum lease payments or receipts, including minimum scheduled rent increases, are 
recognized as rent expense where the Company is a lessee, or income where the Company is a lessor, as applicable, on 
a straight-line basis (“Straight-Line Rent”) over the applicable lease terms. There is a period under certain lease 
agreements referred to as a rent holiday (“Rent Holiday”) that generally begins on the possession date and ends on the 
rent commencement date. During a Rent Holiday, no cash rent payments are typically due under the terms of the 
lease; however, expense is recorded for that period on a straight-line basis. The excess of the Straight-Line Rent over 
the minimum rents paid is included in the ROU asset where the Company is a lessee. The excess of the Straight-Line 
Rent over the minimum rents received is recorded as a deferred lease asset and is included in “Other assets” where the 
Company is a lessor. Certain leases contain provisions, referred to as contingent rent (“Contingent Rent”), that 
require additional rental payments based upon restaurant sales volume. Contingent Rent is recognized each period as 
the liability is incurred or the asset is earned. 


Lease cost for operating leases includes the amortization of the ROU asset and interest expense related to the 
operating lease liability. Variable lease cost for operating leases includes Contingent Rent and payments for executory 
costs such as real estate taxes, insurance and common area maintenance, which are excluded from the measurement of 
the lease liability. Short-term lease cost for operating leases includes rental expense for leases with a term of less than 
12 months. Lease costs are recorded in the consolidated statements of operations based on the nature of the 
underlying lease as follows: (1) rental expense related to leases for Company-operated restaurants is recorded to “Cost 
of sales,” (2) rental expense for leased properties that are subsequently subleased to franchisees is recorded to 
“Franchise rental expense” and (3) rental expense related to leases for corporate offices and equipment is recorded to 
“General and administrative.” 


Favorable and unfavorable lease amounts for operating leases where the Company is the lessor are recorded as 
components of “Other intangible assets” and “Other liabilities,” respectively. Favorable and unfavorable lease amounts 
are amortized on a straight-line basis over the term of the leases. 


Rental income and favorable and unfavorable lease amortization for operating leases on properties leased or 
subleased to franchisees is recorded to “Franchise rental income.” Lessees’ variable payments to the Company for 
executory costs under operating leases are recognized on a gross basis as “Franchise rental income” with a 
corresponding expense recorded to “Franchise rental expense.” 


Finance Leases 


Lease cost for finance leases where the Company is the lessee includes the amortization of the ROU asset, which 
is amortized on a straight-line basis and recorded to “Depreciation and amortization,” and interest expense on the 
finance lease liability, which is calculated using the interest method and recorded to “Interest expense, net.” Finance 
lease ROU assets are amortized over the shorter of their estimated useful lives or the terms of the respective leases, 
including periods covered by renewal options that the Company is reasonably certain of exercising. 


Sales-Type and Direct Financing Leases 


For sales-type and direct financing leases where the Company is the lessor, the Company records its investment 
in properties leased to franchisees on a net basis, which is comprised of the present value of the lease payments not yet 
received and the present value of the guaranteed and unguaranteed residual assets. The current and long-term 
portions of our net investment in sales-type and direct financing leases are included in “Accounts and notes receivable, 
net” and “Net investment in sales-type and direct financing leases,” respectively. Unearned income is recognized as 
interest income over the lease term and is included in “Interest expense, net.” Sales-type leases result in the 
recognition of gain or loss at the commencement of the lease, which is recorded to “Other operating income, net.” 
The gain or loss recognized upon commencement of the lease is directly affected by the Company’s estimate of the 
amount to be derived from the guaranteed and unguaranteed residual assets at the end of the lease term. The 
Company’s main component of this estimate is the expected fair value of the underlying assets, primarily the fair value 
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of land. Lessees’ variable payments to the Company for executory costs under sales-type and direct financing leases are 
recognized on a gross basis as “Franchise rental income” with a corresponding expense recorded to “Franchise rental 
expense.” 


Significant Assumptions and Judgments 


Management makes certain estimates and assumptions regarding each new lease and sublease agreement, 
renewal and amendment, including, but not limited to, property values, market rents, property lives, discount rates 
and probable term, all of which can impact (1) the classification and accounting for a lease or sublease as operating or 
finance, including sales-type and direct financing, (2) the Rent Holiday and escalations in payment that are taken into 
consideration when calculating Straight-Line Rent, (3) the term over which leasehold improvements for each 
restaurant are amortized and (4) the values and lives of adjustments to the initial ROU asset where the Company is 
the lessee, or favorable and unfavorable leases where the Company is the lessor. The amount of depreciation and 
amortization, interest and rent expense and income reported would vary if different estimates and assumptions were 
used. 


Concentration of Risk 


Wendy’s had no customers which accounted for 10% or more of consolidated revenues in 2021, 2020 or 2019. 
As of January 2, 2022, Wendy’s had one main in-line distributor of food, packaging and beverage products, excluding 
breads, that serviced approximately 67% of Wendy’s restaurants in the U.S. and four additional in-line distributors 
that, in the aggregate, serviced approximately 32% of Wendy’s restaurants in the U.S. We believe that our 
vulnerability to risk concentrations related to significant vendors and sources of our raw materials is mitigated as we 
believe that there are other vendors who would be able to service our requirements. However, if a disruption of service 
from any of our main in-line distributors was to occur, we could experience short-term increases in our costs while 
distribution channels were adjusted. 


Wendy’s restaurants are principally located throughout the U.S. and to a lesser extent, in 31 foreign countries 
and U.S. territories with the largest number in Canada. Wendy’s U.S. restaurants are located in 50 states and the 
District of Columbia, with the largest number in Florida, Texas, Ohio, Georgia, California, North Carolina, 
Pennsylvania and Michigan. Because our restaurant operations are generally located throughout the U.S. and to a 
much lesser extent, Canada and other foreign countries and U.S. territories, we believe the risk of geographic 
concentration is not significant. We could be adversely affected by changing consumer preferences resulting from 
concerns over nutritional or safety aspects of beef, chicken, french fries or other products we sell or the effects of food 
safety events or disease outbreaks. Our exposure to foreign exchange risk is primarily related to fluctuations in the 
Canadian dollar relative to the U.S. dollar for our Canadian operations. However, our exposure to Canadian dollar 
foreign currency risk is mitigated by the fact that there are no Company-operated restaurants in Canada and less than 
10% of Wendy’s franchised restaurants are in Canada. 


The Company is subject to credit risk through its accounts receivable consisting primarily of amounts due from 
franchisees for royalties, franchise fees and rent. In addition, we have notes receivable from certain of our franchisees. 
The financial condition of these franchisees is largely dependent upon the underlying business trends of the Wendy’s 
brand and market conditions within the quick-service restaurant industry. This concentration of credit risk is 
mitigated, in part, by the number of franchisees and the short-term nature of the franchise receivables. 


New Accounting Standards Adopted 
Leases 


In July 2021, the Financial Accounting Standards Board (“FASB”) issued an amendment that addresses an issue 
related to a lessor’s accounting for certain leases with variable lease payments that could result in the recognition of a 
selling loss at lease commencement even if the lessor expects the arrangement to be profitable overall. The amendment 
specifies lessors should classify and account for such a lease with variable lease payments as an operating lease, 
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dependent upon meeting certain criteria, for which a selling profit or loss is not recognized. The Company early 
adopted this amendment during the third quarter of 2021 by applying the guidance prospectively to leases that 
commence or are modified on or after the date of adoption. The adoption of this guidance did not have a material 
impact on our consolidated financial statements. 


New Accounting Standards 
Business Combinations 


In October 2021, the FASB issued an amendment to improve the accounting for revenue contracts with 
customers acquired in a business combination. The amendment requires contract assets and contract liabilities 
acquired in a business combination to be recognized and measured by the acquirer on the acquisition date in 
accordance with current revenue recognition guidance as if the acquirer had originated the contracts. The standard is 
effective beginning with our 2023 fiscal year. The Company does not expect the guidance to have a material impact 
on our consolidated financial statements. 


Financial Instruments 


In August 2020, the FASB issued an amendment that simplifies the accounting for certain financial instruments 
with characteristics of liabilities and equity, including convertible instruments and contracts on an entity’s own 
equity. The amendment simplifies accounting for convertible instruments by removing major separation models 
required under current accounting guidance. In addition, the amendment removes certain settlement conditions that 
are required for equity contracts to qualify for the derivative scope exception, which will permit more equity contracts 
to qualify for the exception, and also simplifies the diluted earnings per share calculation in certain areas. The 
amendment is effective commencing with our 2022 fiscal year. The Company does not expect the guidance to have a 
material impact on our consolidated financial statements. 


(2) Revenue 
Nature of Goods and Services 


The Company generates revenues from sales at Company-operated restaurants and earns fees and rental income 
from franchised restaurants. Revenues are recognized upon delivery of food to the customer at Company-operated 
restaurants or upon the fulfillment of terms outlined in the franchise agreement for franchised restaurants. The 
franchise agreement provides the franchisee the right to construct, own and operate a Wendy’s restaurant upon a site 
accepted by Wendy’s and to use the Wendy’s system in connection with the operation of the restaurant at that site. 
The franchise agreement generally provides for a 20-year term and a 10-year renewal subject to certain conditions. 
The initial term may be extended up to 25 years and the renewal extended up to 20 years for qualifying restaurants 
under certain new restaurant development and reimaging programs. 


The franchise agreement requires that the franchisee pay a royalty based on a percentage of sales at the 
franchised restaurant, as well as make contributions to the Advertising Funds based on a percentage of sales. Wendy’s 
may offer development incentive programs from time to time that provide for a discount or lesser royalty amount or 
Advertising Fund contribution for a limited period of time. The agreement also typically requires that the franchisee 
pay Wendy’s a technical assistance fee. The technical assistance fee is used to defray some of the costs to Wendy’s for 
training, start-up and transitional services related to new and existing franchisees acquiring restaurants and in the 
development and opening of new restaurants. The franchise agreement also requires that the franchisee pay an annual 
fee for technology services. The technology fee is a flat fee dependent on each restaurant’s sales. 


Wendy’s also enters into development agreements with certain franchisees. The development agreement 
generally provides the franchisee with the right to develop a specified number of new Wendy’s restaurants using the 
Image Activation design within a stated, non-exclusive territory for a specified period, subject to the franchisee 
meeting interim new restaurant development requirements. 
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Wendy’s owns and leases sites from third parties, which it leases and/or subleases to franchisees. Noncancelable 
lease terms are generally initially between 15 and 20 years and, in most cases, provide for rent escalations and renewal 
options. The initial lease term for properties leased or subleased to franchisees is generally set to be coterminous with 
the initial 20-year term of the related franchise agreement and any renewal term is coterminous with the 10-year 
renewal term of the related franchise agreement. 


Royalties and contributions to the Advertising Funds are generally due within the month subsequent to which 
the revenue was generated through sales at the franchised restaurant. Technical assistance fees and renewal fees are 
generally due upon execution of the related franchise agreement. Annual technology fees are due in quarterly 
installments. Rental income is due in accordance with the terms of each lease, which is generally at the beginning of 
each month. 


Disaggregation of Revenue 
The following tables disaggregate revenue by segment and source for 2021, 2020 and 2019: 























Global Real 
Wendy’s Estate & 

2021 
Sales at Company-operated restaurants ........ $ 730,415 $ 3,659 $ — $ 734,074 
Franchise royalty revenue ..............000-. 407,317 53,392 — 460,709 
Franchise fees... 0.0... ccc cee eee 64,170 5,391 6,478 76,039 
Franchise rental income .............0e00000e — — 236,655 236,655 
Advertising funds revenue ...............0-. 365,594 23,927 — 389,521 

Total revenues ...... 0.0.0. eee eee eee ee $1,567,496 $86,369 $243,133 $1,896,998 
2020 
Sales at Company-operated restaurants ........ $ 722,744 $ — _  §$ — $ 722,764 
Franchise royalty revenue ..............000. 373,162 43,346 — 416,508 
Franchisesfees:s = gad full cs cis tired, cities 22,126 1,962 4,153 28,241 
Franchise rental income ............0.000005 = = 232,648 232,648 
Advertising funds revenue ...............0-. 313,330 20,334 — 333,664 

Total revenues .... 0.0.0.0 ce cece eee ee $1,431,382 $65,642 $236,801 $1,733,825 
2019 
Sales at Company-operated restaurants ........ $ 707,485 $ — _ §$ — $ 707,485 
Franchise royalty revenue ...........0.-00 eee 355,702 44,998 — 400,700 
Franchise fees... 0... cece cece eee 21,889 2,978 3,432 28,299 
Franchise rental income ............00000005 — — 233,065 233,065 
Advertising funds revenue ...............0-. 319,231 20,222 = 339,453 

Total revenues .... 0.0.0.0 cece eee ee eee $1,404,307 $68,198 $236,497 $1,709,002 
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Contract Balances 


The following table provides information about receivables and contract liabilities (deferred franchise fees) from 
contracts with customers: 


Year End 
January 2, January 3, 
2022 (a) 2021 (a) 
Receivables, which are included in “Accounts and notes receivable, net” (b) ...... $49,168 $57,677 
Receivables, which are included in “Advertising funds restricted assets” ......... 65,497 63,252 
Deferred franchise fees (Cc)... ec c cee ee ee eee eens ene nae 97,186 97,785 


(a) Excludes funds collected from the sale of gift cards, which are primarily reimbursed to franchisees upon 
redemption at franchised restaurants and do not ultimately result in the recognition of revenue in the 
Company’s consolidated statements of operations. 


(b) Includes receivables related to “Sales” and “Franchise royalty revenue and fees.” 


(c) Deferred franchise fees are included in “Accrued expenses and other current liabilities” and “Deferred franchise 
fees” and totaled $9,084 and $88,102 as of January 2, 2022, respectively, and $8,691 and $89,094 as of 
January 3, 2021, respectively. 


Significant changes in deferred franchise fees are as follows: 





Year Ended 
a 
Deferred franchise fees at beginning of period ................ $97,785 $100,689 $102,205 
Revenue recognized during the period ......... 0.0.00 eee eee (19,838) (8,955) (9,487) 
New deferrals due to cash received and other ..............005. 19,239 6,051 7,971 
Deferred franchise fees at end of period ...............0000 0% $97,186 $ 97,785 $100,689 








Anticipated Future Recognition of Deferred Franchise Fees 


The following table reflects the estimated franchise fees to be recognized in the future related to performance 
obligations that are unsatisfied at the end of the period: 


Estimate for fiscal year: 


DOD De caieseedeccd atu tye aivasteseciance caressa istves D-acaeguarceacetataeas gle afcneea avai saudeacees atgpinaca blctanene ute taetece $ 9,084 
2029 0s eit ree wee bee EO ae be here b-bd aod Sa ates 4. eee et be bee 6,284 
BDA coup een cs pay ee eiot aes tactarts oe teactar Noaeecta ce otiteesdadd eeicseaand clara scketeanduacadiuceuada Geeeecteas senate etal 6,096 
DODD. epetan ace oa Ge Get Bok da eee ace ta es EE Me a eS 5,911 
DOD Oe oe ihe ced foes ease a ese bacdunuaeaeih sitchin tonic aeeaeesccvapa arate ecaanteitasavaneteamntanestatarad aca 5,795 
Thereafter’ <isccoic an geodndhtrsesyndae adenine ended eels Bain beth oaei Oink ade dena de 64,016 

$97,186 
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(3) Acquisitions 


During 2021 and 2019, the Company acquired 93 restaurants and five restaurants from franchisees, 
respectively. No restaurants were acquired from franchisees during 2020. The Company did not incur any material 
acquisition-related costs associated with the acquisitions and such transactions were not significant to our consolidated 
financial statements. The table below presents the allocation of the total purchase price to the fair value of assets 
acquired and liabilities assumed for restaurants acquired from franchisees: 








Year Ended 
2021 (a) 2019 
Restaurants acquired from franchisees (b) ...... 0... cece e eee eee eee eee 93 5 
Total consideration paid, net of cash received .. 0.1... ee eee eee ee $127,948 $5,052 
Identifiable assets acquired and liabilities assumed: 

PROPERties® 40h oe eee eee eh a eee eae aed ay 21,984 666 

Acquired franchise rights 2.0... eects 81,239 1,354 

Finance lease assets 21.0... ccc cece cee eee ence ence e cane 25,547 5,350 
Opetating Jease:assets: x ..c-diiussatiedeagt heal anachiy wares oualeeer aed he 44,282 — 

Finance lease liabilities... 0.0.0.0. ccc eee eee eens (25,059) (4,084) 
Operating: lease liabilities s.ccc faces fics wie segecheice ee aegis (43,478) — 

Othe? siing dyes Hobe ete aa Gea teain wreawed (9) (2,316) 

Total identifiable net assets... 2... eee eee 104,506 970 

Goodwill..4% pac. cokes cbtese eck esis hb eld Giettea tana Oe da hee be Boat $ 23,442 $ 4,082 








(a) The fair value of the assets acquired are provisional amounts as of January 2, 2022, pending final purchase 
accounting adjustments. The Company utilized management estimates and consultation with an independent 
third-party valuation firm to assist in the valuation process. 


(b) 2021 includes two restaurants under construction and not operating as of January 2, 2022. 


NPC Quality Burgers, Inc. (“NPC”) 


As previously announced, NPC, formerly the Company’s largest franchisee, filed for chapter 11 bankruptcy in 
July 2020 and commenced a process to sell all or substantially all of its assets, including its interest in approximately 
393 Wendy’s restaurants across eight different markets, pursuant to a court-approved auction process. On 
November 18, 2020, the Company submitted a consortium bid together with a group of pre-qualified franchisees to 
acquire NPC’s Wendy’s restaurants. Under the terms of the consortium bid, several existing and new franchisees 
would have been the ultimate purchasers of seven of the NPC markets, while the Company would have acquired one 
market. As part of the consortium bid, the Company submitted a deposit of $43,240, which was included in “Prepaid 
expenses and other current assets” as of January 3, 2021. The deposit included $38,361 received from the group of 
prequalified franchisees, which was payable to the franchisees and included in “Accrued expenses and other current 
liabilities” as of January 3, 2021 pending resolution of the bankruptcy sale process. 


During the three months ended April 4, 2021, following a court-approved mediation process, NPC and certain 
affiliates of Flynn Restaurant Group (“FRG”) and the Company entered into separate asset purchase agreements 
under which all of NPC’s Wendy’s restaurants were sold to Wendy’s approved franchisees. Under the transaction, 
FRG acquired approximately half of NPC’s Wendy’s restaurants in four markets, while several existing Wendy’s 
franchisees that were part of the Company’s consortium bid acquired the other half of NPC’s Wendy’s restaurants in 
the other four markets. The Company did not acquire any restaurants as part of this transaction. In addition, the 
deposits outstanding as of January 3, 2021 were settled during the three months ended April 4, 2021 upon resolution 
of the bankruptcy sale process. The net settlement of deposits of $4,879 is included in “Acquisitions” in the 
consolidated statements of cash flows. 
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(4) System Optimization Gains, Net 


The Company’s system optimization initiative included a shift from Company-operated restaurants to 
franchised restaurants over time, through acquisitions and dispositions, as well as facilitating Franchise Flips. As of 
January 1, 2017, the Company achieved its plan to reduce its ongoing Company-operated restaurant ownership to 
approximately 5% of the total system. While the Company has no plans to move its ownership away from 
approximately 5% of the total system, the Company expects to continue to optimize the Wendy’s system through 
Franchise Flips, as well as evaluating strategic acquisitions of franchised restaurants and strategic dispositions of 
Company-operated restaurants to existing and new franchisees, to further strengthen the franchisee base, drive new 
restaurant development and accelerate reimages. During 2021, 2020 and 2019, the Company facilitated 34, 54 and 
37 Franchise Flips, respectively. Additionally, during 2021, the Company completed the sale of 47 Company- 
operated restaurants in New York (including Manhattan) to franchisees and, during 2020, completed the sale of one 


Company-operated restaurant to a franchisee. No Company-operated restaurants were sold to franchisees during 
2019. 


Gains and losses recognized on dispositions are recorded to “System optimization gains, net” in our 
consolidated statements of operations. Costs related to acquisitions and dispositions under our system optimization 
initiative are recorded to “Reorganization and realignment costs,” which are further described in Note 5. All other 
costs incurred related to facilitating Franchise Flips are recorded to “Franchise support and other costs.” 


The following is a summary of the disposition activity recorded as a result of our system optimization initiative: 











Year Ended 

mai 020 «2D 
Number of restaurants sold to franchisees ......... 0000 cece eee ees 47 1 — 
Proceeds from sales of restaurants (a) .. 0.0... cece eee eee eee $50,518 $$ 50 $ — 
Netassets‘sold! (6) sdt.)¢.00tiatwace dei dete ona eth bodawaadees (16,939) (34) — 
Goodwill related to sales of restaurants ....... 0000s eee ee ees (4,847) — — 
Net unfavorable leases (c) 2.0... cece ete e eee ene (2,939) — — 
Gain onsales-type leases: 1 soci sisiece ty saiains sig a iG ge oh wae ana ane 7,156 — — 
Other (d); ines esd we Oe Paeie 4a ee te sve GAME Aneto tidoddadaiedaen (2,148) _— — 
30,801 16 = 
Post-closing adjustments on sales of restaurants (e) (f) ...........0-. 1,218 362 1,087 
Gain on sales of restaurants, Net... 0.0... cece ees 32,019 378 1,087 
Gain on sales of other assets, net (g) 6... 6... cee eee eee eee 1,526 2,770 196 
System optimization gains, net ..............0 0.0002 $ 33,545 $3,148 $1,283 








(a) In addition to the proceeds noted herein, the Company received cash proceeds of $39 during 2021 related to a 
note receivable issued in connection with the sale of the Manhattan Company-operated restaurants. 


(b) Net assets sold consisted primarily of equipment. 


(c) During 2021, the Company recorded favorable lease assets of $3,799 and unfavorable lease liabilities of $6,738 
as a result of leasing and/or subleasing land, buildings and/or leasehold improvements to franchisees, in 
connection with the sale of the New York Company-operated restaurants (including Manhattan). 


(d) 2021 includes a deferred gain of $3,500 as a result of certain contingencies related to the extension of lease 
terms. 


(e) 2021 includes a gain on sales-type leases of $1,625 and the write-off of certain lease assets of $927 as a result of 
an amendment to lease terms in connection with a Manhattan Company-operated restaurant previously sold to a 
franchisee. 
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(f) 2021, 2020 and 2019 include the recognition of deferred gains of $515, $368 and $911, respectively, as a result 
of the resolution of certain contingencies related to the extension of lease terms for restaurants previously sold to 
franchisees. 


(g) During 2021, 2020 and 2019, Wendy’s received cash proceeds of $4,561, $6,041 and $3,448, respectively, 
primarily from the sale of surplus and other properties. 


Assets Held for Sale 
Year End 
January 2, January 3, 
2022 2021 
Number of restaurants classified as held for sale... 0.0... ce cee eee — 43 
Net restaurant assets held for sale (a)... 0... ec eect eee $ — $20,587 
Other assets held for sale (b) 0... cece eee e eens $3,541 $ 1,732 


(a) Net restaurant assets held for sale as of January 3, 2021 included New York Company-operated restaurants 
(excluding Manhattan) and consisted primarily of cash, inventory, property and an estimate of allocable 
goodwill. During the three months ended April 4, 2021, the Company also classified its four Manhattan 
restaurants as held for sale. 


(b) Other assets held for sale primarily consist of surplus properties. 


Assets held for sale are included in “Prepaid expenses and other current assets.” 


(5) Reorganization and Realignment Costs 


The following is a summary of the initiatives included in “Reorganization and realignment costs:” 





Year Ended 
mor mma 
Operations and field realignment ........ 0.0.00... cece eee eee $1,758 $3,801 $ — 
DM Pealom ments 227) s-hacs dpcauetsueseracteucioeeneee ce meta anacet ote mnatecatenentse (10) 7,288 9,127 
G&A realignment ..ccic0dc4dieeieeianeetedeaietestie tend oe (52) 614 7,749 
System optimization initiative ..... 22... eee eee 6,852 4,327 89 
Reorganization and realignment costs ......... 0.0 eee e eee $8,548 $16,030 $16,965 








Operations and Field Realignment 


In September 2020, the Company initiated a plan to reallocate resources to better support the long-term 
growth strategies for Company and franchise operations (the “Operations and Field Realignment Plan”). The 
Operations and Field Realignment Plan realigned the Company’s restaurant operations team, including transitioning 
from separate leaders of Company and franchise operations to a single leader of all U.S. restaurant operations. The 
Operations and Field Realignment Plan also included contract terminations, including the closure of certain field 
offices. During 2021 and 2020, the Company recognized costs totaling $1,758 and $3,801, respectively, which 
primarily included third-party and other costs in 2021 and severance and related employee costs and share-based 
compensation in 2020. The Company does not expect to incur any material additional costs under the Operations 
and Field Realignment Plan. 


79 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


The following is a summary of the activity recorded as a result of the Operations and Field Realignment Plan: 








___YearEnded Total Incurred 

2021 2020 Since Inception 
Severance and related employee costs ......... 0.0.0 e eee eee ee $ 270 $3,113 $3,383 
Third-party and other costs... 1... eee eee eee eee 1,488 67 1,555 
1,758 3,180 4,938 
Share-based compensation (a)... 1.6... eee eee eee = 621 621 
Total operations and field realignment ................... $1,758 $3,801 $5,559 








(a) Primarily represents incremental share-based compensation resulting from the modification of stock options in 
connection with the termination of employees under the Operations and Field Realignment Plan. 


As of January 2, 2022, the accruals for the Operations and Field Realignment Plan are included in “Accrued 
expenses and other current liabilities.” As of January 3, 2021, the accruals for the Operations and Field Realignment Plan 
are included in “Accrued expenses and other current liabilities” and “Other liabilities” and totaled $2,487 and $113, 
respectively. The tables below present a rollforward of our accruals for the Operations and Field Realignment Plan. 


Balance Balance 
January 3, January 2, 
2021 Charges Payments 2022 
Severance and related employee costs .............-00 $2,600 $ 270 = $(2,715) $155 
Third-party and other costs ........ 0... eee eee eee eee — 1,488 (1,477) 11 





$2,600 $1,758  $(4,192) $166 














Balance Balance 
December 29, January 3, 
2019 Charges Payments 2021 
Severance and related employee costs ............... $ — $3,113 $(513) $2,600 
Third-party and other costs .............020 eee ee = 67 (67) — 
$= $3,180 $(580) $2,600 














Information Technology (“IT”) Realignment 


In December 2019, our Board of Directors approved a plan to realign and reinvest resources in the Company’s 
IT organization to strengthen its ability to accelerate growth (the “IT Realignment Plan”). The Company has 
partnered with a third-party global IT consultant on this new structure to leverage their global capabilities, enabling a 
more seamless integration between its digital and corporate IT assets. The IT Realignment Plan has reduced certain 
employee compensation and other related costs that the Company has reinvested back into IT to drive additional 
capabilities and capacity across all of its technology platforms. Additionally, in June 2020, the Company made 
changes to its leadership structure that included the elimination of the Chief Digital Experience Officer position and 
the creation of a Chief Information Officer position, for which the Company completed the hiring process in October 
2020. During 2020 and 2019, the Company recognized costs totaling $7,288 and $9,127, respectively, which 
primarily included third-party and other costs and recruitment and relocation costs in 2020 and severance and related 
employee costs and third-party and other costs in 2019. The Company does not expect to incur any material 
additional costs under the IT Realignment Plan. 
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The following is a summary of the activity recorded as a result of the IT Realignment Plan: 








Total 
Year Ended wr ured 

es ince 
2021 2020 2019 Inception 
Severance and related employee costs (a) ...........000005 $(165) $ 843 $7,548 $ 8,226 
Recruitment and relocation costs 2.2... 0... e cece eee eee 146 1,296 — 1,442 
Third-party and other costs ...... 00. cee e eee eee ee eee ee 9 5,149 1,386 6,544 
(10) 7,288 8,934 16,212 
Share-based compensation (b) ......... 0... eee eee eee eee — — 193 193 
Total TT realignment’ oc )cnc cs suseeneieon ana oeendnd $ (10) $7,288 $9,127 $16,405 








(a) 2021 includes a reversal of an accrual as a result of a change in estimate. 


(b) Primarily represents incremental share-based compensation resulting from the modification of stock options in 
connection with the termination of employees under the IT realignment plan. 


The tables below present a rollforward of our accruals for the IT Realignment Plan, which are included in 
“Accrued expenses and other current liabilities” as of January 2, 2022 and January 3, 2021. 


Balance Balance 
January 3, January 2, 

Severance and related employee costs .............. $1,508 $ (165) $ (1,250) $ 93 
Recruitment and relocation costs ...........00000e = 146 (146) — 
Third-party and other costs ........... 0000-0 — 9 (9) — 








$1,508 $ (10) $ (1,405) $ 93 














Balance Balance 
December 29, January 3, 
2019 Charges Payments 2021 
Severance and related employee costs .............. $7,548 $ 843 $ (6,883) $1,508 
Recruitment and relocation costs ...........00e0 ee — 1,296 (1,296) — 
Third-party and other costs ........... 00 eee 1,076 5,149 (6,225) = 








$8,624 $7,288  $(14,404) $1,508 














General and Administrative (“G&A”) Realignment 


In May 2017, the Company initiated a plan to reduce its G&A expenses (the “G&A Realignment Plan”). 
Additionally, in May 2019, the Company announced changes to its management and operating structure that 
included the creation of two new positions, a President, U.S. and Chief Commercial Officer and a President, 
International and Chief Development Officer, and the elimination of the Chief Operations Officer position. During 
2020 and 2019, the Company recognized costs totaling $614 and $7,749, respectively, which primarily included 
recruitment and relocation costs and share-based compensation in 2020 and severance and related employee costs and 
share-based compensation in 2019. The Company does not expect to incur any material additional costs under the 


G&A Realignment Plan. 
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The following is a summary of the activity recorded as a result of the G&A Realignment Plan: 


Total 
Year Ended wr urred 
ince 
2020 2019 Inception 
$ 28 $5,485 $24,192 
360 950 2,877 
13 100 2,225 





401 6,535 29,294 
213 1,214 8,130 
— — 1,335 





2021 
Severance and related employee costs (a) ..........0 000 eee $(74) 
Recruitment and relocation costs... 2.0... cece eee eee 1 
Third-party and other costs 2.1... .. eee eee eee eee 2 
(71) 
Share-based compensation (b) 1.0.0.0... cece eee eee ee eee 19 
Termination of defined benefit plans..................00004 — 
Total G&A realignment 1.0.2... eee $(52) 


$614 $7,749 $38,759 








(a) 2021 includes a reversal of an accrual as a result of a change in estimate. 


(b) Primarily represents incremental share-based compensation resulting from the modification of stock options in 
connection with the termination of employees under the G&A Realignment Plan. 


The tables below present a rollforward of our accruals for the G&A Realignment Plan, which are included in 
“Accrued expenses and other current liabilities” as of January 2, 2022 and January 3, 2021. 


Balance Balance 
January 3, January 2, 
2021 Charges = Payments 2022 
Severance and related employee costs ...............004 $932 $(74) $(847) $11 
Recruitment and relocation costs ..........0 cece eee ees = 1 (1) = 
Third-party and othet costs 2. ..ccseaessseeve seen eee — 2 (2) — 





$932 $(71) $(850) $11 








Balance Balance 

December 29, January 3, 
Severance and related employee costs ............045 $5,276 $ 28 $(4,372) $932 
Recruitment and relocation costs.........0. 00 eee eee 83 360 (443) — 
Third-party and other costs... 2... eee eee eee — 13 (13) — 








$5,359 $401 $(4,828) $932 














System Optimization Initiative 


The Company recognizes costs related to acquisitions and dispositions under its system optimization initiative. 
During 2021, the Company recognized costs totaling $6,852, which were primarily comprised of the write-off of 


certain lease assets, lease termination fees and transaction fees associated with the 


NPC bankruptcy sale process, as 


well as professional fees and transaction fees associated with the Company’s acquisition of 93 franchise-operated 
restaurants in Florida during the fourth quarter of 2021. During 2020, the Company recognized costs totaling 
$4,327, which primarily included professional fees related to the NPC bankruptcy sale process. See Note 3 for further 
information. The Company expects to recognize a gain of approximately $800, primarily related to the write-off of 


certain NPC-related lease liabilities upon final termination of the leases. 
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The following is a summary of the costs recorded as a result of our system optimization initiative: 








Total 
Year Ended pice 

ee ince 
2021 2020 2019 Inception 
Severance and related employee costs ........... 00 eee eee $ 661 $ — $ — $18,898 
Professional fees 2... 1. ccc ete cnet eens 1,570 4,323 72 23,677 
Other(a) sinc ia da baud de tides bod ba dee ede awneddae aban 1,765 4 17 7,618 
3,996 4,327 89 50,193 
Accelerated depreciation and amortization (b) ............... — — — 25,398 
NPC lease termination costs (Cc) 1... . 0. cece eee ee eee eee 2,856 _ — 2,856 
Share-based compensation (d) ... 60... eee cee eee eee — — _— 5,013 
Total system optimization initiative ........ 0.2.0... eee eee $6,852 $4,327 $89 $83,460 








(a) 2021 includes transaction fees of $1,350 associated with the NPC bankruptcy sale process. 


(b) Primarily includes accelerated amortization of previously acquired franchise rights related to the Company- 
operated restaurants in territories that have been sold to franchisees in connection with our system optimization 
initiative. 

(c) 2021 includes the write-off of lease assets of $1,376 and lease termination fees paid of $1,480. 


(d) Represents incremental share-based compensation resulting from the modification of stock options and 
performance-based awards in connection with the termination of employees under our system optimization 
initiative. 

The tables below present a rollforward of our accruals for our system optimization initiative, which were 

included in “Accrued expenses and other current liabilities” as of January 3, 2021. 


Balance Balance 
January 3, January 2, 
2021 Charges Payments 2022 
Severance and related employee costs ..............04 $ — $ 661 $ (661) $ — 
Professional fees 2... ccc cee eee eee 1,230 1,570 (2,800) — 
(© cs caRem gear ea Ar ae an mn Penn TP A ta — 1,765 (1,765) — 





$1,230 $3,996 $(5,226) $ — 














Balance Balance 
December 29, January 3, 
2019 Charges Payments 2021 
Professional fees... 0... eee ee eee eee eee $ — $4,323 $(3,093) $1,230 
Othet 5 2-it yas idan aa eedawe ia oes = 4 (4) — 
$ — $4,327 $(3,097) $1,230 














83 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


(6) Net Income Per Share 


The calculation of basic and diluted net income per share was as follows: 




















Year Ended 
mama) S«D 

Netincomie: ota nee beste 14 veeGGs bao g hee tie heed ee $200,392 $117,832 $136,940 
Common stock: 

Weighted average basic shares outstanding .............. 221,375 223,684 229,944 

Dilutive effect of stock options and restricted shares ....... 3,030 4,330 5,131 

Weighted average diluted shares outstanding ............. 224,405 228,014 235,075 
Net income per share: 

BaStG cb ini g Heh bes Daerah ab tee anenhy ae eh ee es $ O11 § 53 $ .60 

Diltited, sf.ccfots dat ctaamatealangtti oan eaaaieane $ 89 $ 52 $ 58 








Basic net income per share for 2021, 2020 and 2019 was computed by dividing net income amounts by the 
weighted average number of shares of common stock outstanding. Diluted net income per share was computed by 
dividing net income by the weighted average number of basic shares outstanding plus the potential common share 
effect of dilutive stock options and restricted shares. We excluded potential common shares of 2,404, 2,064 and 2,518 
for 2021, 2020 and 2019, respectively, from our diluted net income per share calculation as they would have had 
anti-dilutive effects. 


(7) Cash and Receivables 

















Year End 
January 2, January 3, 
20” 2021 
Cash and cash equivalents 
CASH <i. tng: san- dives and pane ted arden ea eet Pla mnaain atid aa Ohta ns aia ntihalaane $249,438 $231,922 
Cashiequivalents |i .s5.3 sca sty aiare at echcanesfasianed Ma wis ald aude. 4 tewaen aie — 75,067 
249,438 306,989 
Restricted cash 
Accounts held by trustee for the securitized financing facility ........... 27,188 33,635 
Other dosed grbhicrge sd tae a oa led eee twa Ae Steet 347 338 
27,535 33,973 
Advertising Funds (a) ......5..-- cece eee cece eee eee eee eens 89,993 77,279 
117,528 111,252 
Total cash, cash equivalents and restricted cash ...........00000.. $366,966 $418,241 








(a) Included in “Advertising funds restricted assets.” 
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(a) 


(b) 


(c) 


(d) 


(e) 


Year End 
January 2, 2022 January 3, 2021 
Allowance Allowance 
‘or for 
Doubtful Doubtful 
Gross Accounts Net Gross Accounts Net 
Accounts and Notes Receivable, Net 
CUPENE 3 oo dia eek Geneseo SOS 
Accounts receivable (a) (b)............ $104,744 $(3,229) $101,515 $ 97,399 $(3,739)$ 93,660 
Notes receivable from 
franchisees (c) (d) ...........00005 23,000 (4,975) 18,025 21,227 (4,996) 16,231 





$127,744 $(8,204) $119,540 $118,626 $(8,735) $109,891 








Non-current (e) ............000 0000 


Notes receivable from franchisees (d)....$ 4,514 $ (315)$ 4,199 $ 6,759 $ (629)$ 6,130 


Includes income tax refund receivables of $11,901 and $5,399 as of January 2, 2022 and January 3, 2021, 


respectively. 


As of January 3, 2021, included incremental rent receivables of $5,226 due to actions taken by the Company in 
response to the COVID-19 pandemic, which included offering to defer base rent payments on properties owned 
by Wendy’s and leased to franchisees by 50% and offering to pass along any deferrals that were obtained on 
properties leased by Wendy’s and subleased to franchisees by up to 100%, beginning in May for a three month 
period, which were substantially repaid over a 12 month period beginning in August 2020. 


Includes the current portion of sales-type and direct financing lease receivables of $6,266 and $5,965 as of 
January 2, 2022 and January 3, 2021, respectively. See Note 20 for further information. 


Includes a note receivable from a franchisee in India, of which $335 and $356 are included in current notes 
receivable and $315 and $629 are included in non-current notes receivable as of January 2, 2022 and January 3, 
2021, respectively. As of January 2, 2022 and January 3, 2021, the Company had reserves of $650 and $985, 
respectively, on the loan outstanding to the franchisee in India. 


Includes a note receivable from a franchisee in Indonesia, of which $1,795 and $831 are included in current 
notes receivable as of January 2, 2022 and January 3, 2021, respectively, and $1,780 which is included in 
non-current notes receivable as of January 3, 2021. 


Includes notes receivable related to the Brazil JV, of which $12,925 and $12,775 are included in current notes 
receivable and $4,200 and $4,350 are included in non-current notes receivable as of January 2, 2022 and 
January 3, 2021, respectively. As of both January 2, 2022 and January 3, 2021, the Company had reserves of 
$4,640 on the loans outstanding related to the Brazil JV. See Note 8 for further information. 


Included in “Other assets.” 
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The following is an analysis of the allowance for doubtful accounts: 



























































Accounts Notes 
Poe eee ee 
2021 
Balance at January 3, 2021 21... .. ccc cece e ee eee nen eeaes $ 3,739 $5,625 $ 9,364 
Provision for doubtful accounts ...... 0.0... cee eee ee eee (148) (335) (483) 
Uncollectible accounts written off, net of recoveries ..........0005 (362) — (362) 
Balance at January 2, 2022 ........ cece eee eee eens $3,229 $5,290 $ 8,519 
2020 
Balance at December 29, 2019 ....... 2.0 c cece eect ec eeeeeee $ 3,314 $6,705 $10,019 
Provision for doubtful accounts ........ 00.0 eee cece eee ens 647 206 853 
Uncollectible accounts written off, net of recoveries ............-. (222) (1,286) (1,508) 
Balance at January 3, 2021 2.0... eects $ 3,739 $5,625 $ 9,364 
2019 
Balance at December 30, 2018 ....... 0. ccc cece cece eee tenes $ 4,939 $2,000 $ 6,939 
Provision for doubtful accounts ...... 0.0... cece ee ee (1,618) 4,912 3,294 
Uncollectible accounts written off, net of recoveries ..........0045 (7) (207) (214) 
Balance at December 29, 2019 2.2... . ccc cece cece tenes $ 3,314 $6,705 $10,019 
(8) Investments 
The following is a summary of the carrying value of our investments: 
Year End 
January 2, January 3, 
a sa 

Equity method investments ..... 0.0.00. c cece eect eee eee eens $39,870 $44,574 
Other investments in equity securities... 1... eee ee eee 10,000 — 





$49,870 $44,574 








Equity Method Investments 


Wendy’s has a 50% share in the TimWen real estate joint venture and a 20% share in the Brazil JV, both of 
which are accounted for using the equity method of accounting, under which our results of operations include our 
share of the income (loss) of the investees in “Other operating income, net.” 


A wholly-owned subsidiary of Wendy’s entered into the Brazil JV during the second quarter of 2015 for the 
operation of Wendy’s restaurants in Brazil. Wendy’s, Starboard International Holdings B.V. and Infinity Holding E 
Participagdes Ltda. contributed $1, $2 and $2, respectively, each receiving proportionate equity interests of 20%, 
40% and 40%, respectively. The Company did not receive any distributions and our share of the Brazil JV’s net losses 
was $417 and $1,022 during 2020 and 2019, respectively. The Brazil JV has ceased operations and no income or loss 
was recorded during 2021. A wholly-owned subsidiary of Wendy’s has loans outstanding related to the Brazil JV 
totaling $17,125 as of both January 2, 2022 and January 3, 2021. The loans are denominated in U.S. Dollars, which 
is also the functional currency of the subsidiary; therefore, there is no exposure to changes in foreign currency rates. 
The loans bear interest at rates ranging from 3.25% to 6.5% per year. Of the total loans outstanding as of January 2, 
2022, $12,775 was due primarily in the fourth quarter of 2020 and $4,350 is due primarily in 2024. As of January 2, 
2022 and January 3, 2021, the Company had reserves of $4,640 on the past due loans related to the Brazil JV. The 
Company is currently pursuing collection of certain of the past due amounts. See Note 7 for further information. 
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The carrying value of our investment in TimWen exceeded our interest in the underlying equity of the joint 
venture by $20,532 and $23,433 as of January 2, 2022 and January 3, 2021, respectively, primarily due to purchase 
price adjustments from the 2008 merger of Triarc Companies, Inc. and Wendy’s International, Inc. (the “Wendy’s 
Merger”). 

Presented below is activity related to our portion of TimWen and the Brazil JV included in our consolidated 
balance sheets and consolidated statements of operations as of and for the years ended January 2, 2022, January 3, 
2021 and December 29, 2019. 








Year Ended 

ma 202020 
Balance at beginning of period 1.1.0... cece eee eee $ 44,574 $45,310 $ 47,021 
Equity in earnings for the period ......... 0... cece eee eee 14,329 8,389 10,943 
Amortization of purchase price adjustments (a) ........0....-0000 0% (3,126) (2,293) — (2,270) 

11,203 6,096 8,673 
Distributions received .. 0... n eens (16,337) (8,376) (13,400) 
Foreign currency translation adjustment included in “Other 

comprehensive income” and other ......... 0... cece eee eee ee 430 1,544 3,016 

Balanceatendof period: 2.342 .4¢%.ipeeGs eer eaeasen aween ts $ 39,870 $44,574 $ 45,310 








(a) Purchase price adjustments that impacted the carrying value of the Company’s investment in TimWen are being 
amortized over the average original aggregate life of 21 years. 


Other Investments in Equity Securities 
During 2021, the Company made an investment in equity securities of $10,000. 


In October 2019, the Company received a $25,000 cash settlement related to a previously held investment. As 
a result, the Company recorded $24,366 to “Investment income (loss), net” and $634 to “General and 
administrative” for the reimbursement of related costs during the fourth quarter of 2019. 


(9) Properties 











Year End 
January 2, January 3, 
2022 2021 

MAT NN ch det og sy tsctanesdpaatec ta teasoorsactaca” tease See eeaecod tee acdc outs Gav atittes taka sileaseer testy $ 370,742 $ 372,473 
Buildings and improvements ........ 0.0... c cece cece eee 504,462 504,504 
Leasehold improvements ........ 0.0.0 e cece eee eee 422,094 409,306 
Office, restaurant and transportation equipment ................20005 282,770 255,469 

1,580,068 1,541,752 
Accumulated depreciation and amortization ....... 0.00.0... 0c eee eee (673,201) (625,863) 





$ 906,867 $ 915,889 








Depreciation and amortization expense related to properties was $68,298, $77,656 and $81,219 during 2021, 
2020 and 2019, respectively. 
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(10) Goodwill and Other Intangible Assets 


(a) 


(b) 
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Goodwill activity for 2021 and 2020 was as follows: 

















Global Real 
Wendy's Wendy’s Estate & 
US. International Development Total 

Balance at December 29, 2019: 

Goodwill, gross ..... 0... eee eee eee $602,491 $40,269 $122,548 $765,308 

Accumulated impairment losses (a) ....... — (9,397) — (9,397) 

Goodwill, net ..... 0... ccc cece eens 602,491 30,872 122,548 755,911 
Changes in goodwill: 

Restaurant dispositions (b) .............. (5,394) — — (5,394) 

Currency translation adjustment and 

70) 0 =] eer a (223) 755 — 532 

Balance at January 3, 2021: 

Goodwill, gross 0.0.00... eee eee 596,874 41,024 122,548 760,446 

Accumulated impairment losses (a) ....... — (9,397) — (9,397) 

Goodwill, net ....... 0. cece eee 596,874 31,627 122,548 751,049 
Changes in goodwill: 

Restaurant acquisitions ................. 23,442 — — 23,442 

Restaurant dispositions (b) .............. 547 — — 547 

Currency translation adjustment and 

Other 4.2 e ves diobels dei eae each — 240 —— 240 

Balance at January 2, 2022: 

Goodwill, gross oo... 0... eee eee eee 620,863 41,264 122,548 784,675 

Accumulated impairment losses (a) ....... — (9,397) — (9,397) 

Goodwill, net .... 0.2.0.0 eee $620,863 $31,867 $122,548 $775,278 














Accumulated impairment losses resulted from the full impairment of goodwill of the Wendy’s international 
franchise restaurants during the fourth quarter of 2013. 

During 2020, in connection with the Company’s plan to sell 43 Company-operated restaurants in New York 
(excluding Manhattan) in the second quarter of 2021, goodwill of $5,394 was reclassified to assets held for sale. 
The goodwill allocated to the sale was decreased by $568 during 2021 upon final disposition of the restaurants. 
In addition, during 2021, goodwill of $21 was reclassified to assets held for sale in connection with the 
Company’s sale of its four Manhattan restaurants. See Note 4 for further information. 


The following is a summary of the components of other intangible assets and the related amortization expense: 








Year End 
January 2, 2022 January 3, 2021 
Accumulated Accumulated 
Cost Amortization Net Cost Amortization Net 
Indefinite-lived: 
Trademarks ........... $ 903,000 $ — $ 903,000 $ 903,000 $ — $ 903,000 
Definite-lived: 
Franchise agreements ... 349,391 (220,663) 128,728 349,255 (203,938) 145,317 
Favorable leases ........ 159,488 (62,136) 97,352 163,015 (55,581) 107,434 
Reacquired rights under 
franchise 
agreements ......... 91,111 (4,732) 86,379 9,872 (3,414) 6,458 
Software ..........00. 234,574 (169,242) 65,332 206,741 (143,990) 62,751 





$1,737,564 $(456,773) $1,280,791 $1,631,883 $(406,923) $1,224,960 
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Aggregate amortization expense: 


Actual for fiscal year: 
QOD 2c cra:d ace, getne ai ate eeiie Fads eat aah Gdn Aaa ds AN chew anne ea Yee $ 53,182 
QO QO», eeiisisesin ss canibstet.diSo. G-tteia cts Srp giitoane sean erardee Dyeacins oth eae @ Seate Gide nein nang aes 52,588 
DODD csiscsn coca oes the ad Rate eee ite Reg ekg Poe Rad ee ends ele Babee ew Ree RE eae 55,236 
Estimate for fiscal year: 
DODD! seayiss so dso. Roenasiss Reese ed Race Pale tes ean idan EMSS Kee gape pedi ea aoRe Shean $ 53,690 
2023) ibid i Gece) pide g Medd ced Genbank deh bead bees 49,919 
DOD: sco dase wh tee teenth Gare adie te oe kee ese nie er pi ht testa eas 45,315 
DODD: igasiduc Acta and avear pe a die hoadie neha eaetegoh waned eoeeedios Bue dee aS 38,088 
DOQG: tis. gakgupe an teehee eat nh dikare dct eRe fark ea ale a Ren aaua eee Rae es 32,234 
Thereafter’ ci.d:ecta. nbdead ebay dokeces ere gatcteadiew ea ddeeteg deine duet awneaeeea 158,545 


(11) Accrued Expenses and Other Current Liabilities 


Year End 
January 2, January 3, 
2022 2021 
Accrued compensation and related benefits........ 0.0.0.0. cee eee ee eee $ 63,835 $ 44,264 
Accriied taxes 10. dicte4 sade heetedahe side edee aed akdeeea ee 28,142 27,162 
NPC consortium bid (a) 2.0... 0. oe cette eee eens — 38,361 
Othet isdn eteada ih iwi sade natn epee ieee ated bieeydwaiys 48,806 45,534 





$140,783 $155,321 








(a) Represented amounts received from franchisees as part of the consortium bid to acquire NPC’s Wendy’s 
restaurants. See Note 3 for further information. 
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(12) Long-Term Debt 


Long-term debt consisted of the following: 








Year End 
January 2, January 3, 
2022 2021 
Series 2021-1 Class A-2 Notes: 
2.370% Series 2021-1 Class A-2-I Notes, anticipated repayment 
Cate: 2029) sat gue ded a peck aed aed bald aie RNA wank artery aoa eins $ 447,750 $ — 
2.775% Series 2021-1 Class A-2-II Notes, anticipated repayment 
date 2031. nice heii oetwigdege ena done dea aap ees 646,750 — 
Series 2019-1 Class A-2 Notes: 
3.783% Series 2019-1 Class A-2-I Notes, anticipated repayment 
GALE 2026) mecsafoateusd aaiecp ainw edd aang eens Ae Ag kek Panesnasecacats 368,000 386,000 
4.080% Series 2019-1 Class A-2-II Notes, anticipated repayment 
AES 2029 cing iodide cdg cdiisies tact aceld enaseshchap sanadttaioicere olin exe alate enable 414,000 434,250 
Series 2018-1 Class A-2 Notes: 
3.573% Series 2018-1 Class A-2-I Notes, repaid in connection with 
the June:2021 refinancing. .ic cc tacce ce edeade ieeeesdet es — 436,500 
3.884% Series 2018-1 Class A-2-II Notes, anticipated repayment 
ate: 2028. 2.c. 08g dschinay een dene syald bala Sicha wie aaah awed sane awoncd 456,000 460,750 
Series 2015-1 Class A-2 Notes: 
4.497% Series 2015-1 Class A-2-III Notes, repaid in connection with 
the June 2021 relimancing ices caccadis new eaenive gee eee bare’ — 473,750 
Canadian revolving credit facility... 0.0... ee eee eee — 1,962 
7% debentures, due in 2025 . 1... eee eee teens 85,175 83,998 
Unamortized debt issuance costs... 6... cece eee eee eee eens (37,009) (30,085) 
2,380,666 2,247,125 
Less amounts payable within one year. .... 2... eee eee eee eee (24,250) (28,962) 
Total long-term debt ..4.:..4 0.200 s8 epee esac ne seat eee eeesdd oe $2,356,416 $2,218,163 








Aggregate annual maturities of long-term debt, excluding the effect of purchase accounting adjustments, as of 
January 2, 2022 were as follows: 


eae 

QOD soca diac Teadabunede Sachets doce. 4 hovdiacs:Giah Wie Abarat UR AA A ead aaah dail Reon ate sass $ 24,250 
ODD! Sache sactcotas ees divtaan Step accetlaracsets eaiyacenssatene=epavstas eee ote, 07 Adasen aaa aetesauistatene. Saaebenaaaee 24,250 
2024 din cdodadh bb eG base heat nia Deen ean wad dad tate beh lew 24,250 
DOD: arsenate vie eakc dnihsa ienwer tal av argu aedic an sesteicaeany te aeeasteagaietshenacta 2 acethotediseatos savacieed-aeneand tented 114,250 
QOQG. sscacd: aro cldacitie Gene te diese Braise ds Mee DE SARA OR aca wetia ak Hoh. ace inode a altedee ets 372,250 
PT Fie teat Cet canna ctf. aed ca Seecepee taste acc actasdoacsscsn atnaneat- ta oaes sere date eaeasssecaictaanseaee otusustanssi46 1,863,250 

$2,422,500 

Senior Notes 


Wendy’s Funding, LLC (“Wendy’s Funding”), a limited-purpose, bankruptcy-remote, wholly-owned indirect 
subsidiary of The Wendy’s Company, is the master issuer (the “Master Issuer”) of outstanding senior secured notes 
under a securitized financing facility that was entered into in June 2015. As of January 2, 2022, the Master Issuer 
issued the following outstanding series of fixed rate senior secured notes: (i) 2021-1 Class A-2-I with an initial 
principal amount of $450,000; (ii) 2021-1 Class A-2-II with an initial principal amount of $650,000; (iii) 2019-1 
Class A-2-I with an initial principal amount of $400,000; (iv) 2019-1 Class A-2-II with an initial principal amount of 
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$450,000; and (v) 2018-1 Class A-2-I] with an initial principal amount of $475,000 (collectively, the “Class A-2 
Notes”). In connection with the issuance of the Series 2021-1 Class A-2 Notes, the Master Issuer also entered into a 
revolving financing facility of Series 2021-1 Variable Funding Senior Secured Notes, Class A-1 (the “2021-1 
Class A-1 Notes”), which allows for the drawing of up to $300,000 on a revolving basis using various credit 
instruments, including a letter of credit facility. No amounts were borrowed under the 2021-Class A-1 Notes during 
2021. The Class A-2 Notes and the 2021-1 Class A-1 Notes are collectively referred to as the “Senior Notes.” 


The Master Issuer’s issuance of the 2021-1 Class A-1 Notes in June 2021 replaced the Company’s previous 
$150,000 Series 2019-1 Variable Funding Senior Secured Notes, Class A-1 (the “2019-1 Class A-1 Notes”) and 
$100,000 Series 2020-1 Variable Funding Senior Secured Notes, Class A-1 (the “2020-1 Class A-1 Notes”). In 
March 2020, the Company drew down $120,000 under the Series 2019-1 Class A-1 Notes, which was fully repaid in 
July 2020. In June 2020, the Master Issuer issued the Series 2020-1 Class A-1 Notes. 


The Senior Notes are secured by a security interest in substantially all of the assets of the Master Issuer and 
certain other limited-purpose, bankruptcy-remote, wholly-owned indirect subsidiaries of the Company that act as 
guarantors (collectively, the “Securitization Entities”), except for certain real estate assets and subject to certain 
limitations as set forth in the indenture governing the Senior Notes (the “Indenture”) and the related guarantee and 
collateral agreements. The assets of the Securitization Entities include most of the domestic and certain of the foreign 
revenue-generating assets of the Company and its subsidiaries, which principally consist of franchise-related 
agreements, certain Company-operated restaurants, intellectual property and license agreements for the use of 
intellectual property. 


Interest and principal payments on the Class A-2 Notes are payable on a quarterly basis. The requirement to 
make such quarterly principal payments on the Class A-2 Notes is subject to certain financial conditions set forth in 
the Indenture. The legal final maturity dates for the Class A-2 Notes range from 2048 through 2051. If the Master 
Issuer has not repaid or refinanced the Class A-2 Notes prior to their respective anticipated repayment dates, which 
range from 2026 through 2031, additional interest will accrue pursuant to the Indenture. 


The 2021-1 Class A-1 Notes accrue interest at a variable interest rate based on (i) the prime rate, (ii) overnight 
federal funds rates, (iii) the London interbank offered rate (““LIBOR”) for U.S. Dollars or (iv) with respect to advances 
made by conduit investors, the weighted average cost of, or related to, the issuance of commercial paper allocated to 
fund or maintain such advances, in each case plus any applicable margin and as specified in the respective purchase 
agreements for the 2021-1 Class A-1 Notes. There is a commitment fee on the unused portions of the 2021-1 
Class A-1 Notes, which ranges from 0.40% to 0.75% based on utilization. As of January 2, 2022, $21,888 of letters 
of credit were outstanding against the 2021-1 Class A-1 Notes, which relate primarily to interest reserves required 
under the Indenture. 


Covenants and Restrictions 


The Senior Notes are subject to a series of covenants and restrictions customary for transactions of this type, 
including (i) that the Master Issuer maintains specified reserve accounts to be used to make required payments in 
respect of the Senior Notes, (ii) provisions relating to optional and mandatory prepayments and the related payment 
of specified amounts, including specified make-whole payments in the case of the Class A-2 Notes under certain 
circumstances, (iii) certain indemnification payments in the event, among other things, the assets pledged as collateral 
for the Senior Notes are in stated ways defective or ineffective and (iv) covenants relating to recordkeeping, access to 
information and similar matters. The Senior Notes are also subject to customary rapid amortization events provided 
for in the Indenture, including events tied to failure to maintain stated debt service coverage ratios, the sum of global 
gross sales for specified restaurants being below certain levels on certain measurement dates, certain manager 
termination events, an event of default, and the failure to repay or refinance the Class A-2 Notes on the applicable 
scheduled maturity date. The Senior Notes are also subject to certain customary events of default, including events 
relating to non-payment of required interest, principal, or other amounts due on or with respect to the Senior Notes, 
failure to comply with covenants within certain time frames, certain bankruptcy events, breaches of specified 
representations and warranties, failure of security interests to be effective, and certain judgments. In addition, the 
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Indenture and the related management agreement contain various covenants that limit the Company and its 
subsidiaries’ ability to engage in specified types of transactions, subject to certain exceptions, including, for example, 
to (i) incur or guarantee additional indebtedness, (ii) sell certain assets, (iii) create or incur liens on certain assets to 
secure indebtedness or (iv) consolidate, merge, sell or otherwise dispose of all or substantially all of their assets. 


In accordance with the Indenture, certain cash accounts have been established with the Indenture trustee for the 
benefit of the trustee and the noteholders, and are restricted in their use. As of January 2, 2022 and January 3, 2021, 
Wendy’s Funding had restricted cash of $27,188 and $33,635, respectively, which primarily represents cash 
collections and cash reserves held by the trustee to be used for payments of principal, interest and commitment fees 
required for the Class A-2 Notes. 


Refinancing Transactions 


In June 2021, the Master Issuer completed a refinancing transaction under which the Master Issuer issued the 
Series 2021-1 Class A-2-I Notes and the Series 2021-1 Class A-2-II Notes. A portion of the net proceeds from the 
sale of the Series 2021-1 Class A-2 Notes were used to repay in full the Master Issuer’s outstanding Series 2015-1 
Class A-2-III Notes and Series 2018-1 Class A-2-I Notes, including the payment of prepayment and transaction costs. 
As a result of the refinancing, the Company recorded a loss on early extinguishment of debt of $17,917 during 2021, 
which was comprised of a specified make-whole payment of $9,632 and the write-off of certain unamortized deferred 
financing costs of $8,285. As part of the June 2021 refinancing transaction, the Master Issuer also issued the 2021-1 
Class A-1 Notes. The Series 2021-1 Class A-1 Notes replaced the Company’s $150,000 Series 2019-1 Class A-1 
Notes and $100,000 Series 2020-1 Class A-1 Notes, which were canceled on the closing date, and the letters of credit 
outstanding against the Series 2019-1 Class A-1 Notes were transferred to the Series 2021-1 Class A-1 Notes. 


In June 2019, the Master Issuer completed a refinancing transaction under which the Master Issuer issued the 
Series 2019-1 Class A-2-I Notes and the Series 2019-1 Class A-2-II Notes. The Master Issuer’s outstanding Series 
2015-1 Class A-2-II Notes were redeemed as part of the transaction. As a result, the Company recorded a loss on early 
extinguishment of debt of $7,150 during 2019, which was comprised of the write-off of certain unamortized deferred 
financing costs. 


Debt Issuance Costs 


During 2021, 2020 and 2019, the Company incurred debt issuance costs of $20,873, $2,122 and $14,008 in 
connection with the June 2021 refinancing transaction, the issuance of the 2020-1 Class A-1 Notes and the June 
2019 refinancing transaction, respectively. The debt issuance costs are being amortized to “Interest expense, net” 
through the anticipated repayment dates of the Class A-2 Notes utilizing the effective interest rate method. As of 
January 2, 2022, the effective interest rates, including the amortization of debt issuance costs, were 4.1%, 4.0%, 
4.2%, 2.6% and 2.9% for the Series 2018-1 Class A-2-II Notes, Series 2019-1 Class A-2-I Notes, Series 2019-1 
Class A-2-II Notes, Series 2021-1 Class A-2-I Notes and Series 2021 Class A-2-II Notes, respectively. 


Other Long-Term Debt 


Wendy’s 7% debentures are unsecured and were reduced to fair value in connection with the Wendy’s Merger 
based on their outstanding principal of $100,000 and an effective interest rate of 8.6%. The fair value adjustment is 
being accreted and the related charge included in “Interest expense, net” until the debentures mature. These 
debentures contain covenants that restrict the incurrence of indebtedness secured by liens and certain finance lease 
transactions. In December 2019, Wendy’s repurchased $10,000 in principal of its 7% debentures for $10,550, 
including a premium of $500 and transaction fees of $50. As a result, the Company recognized a loss on early 
extinguishment of debt of $1,346 during the fourth quarter of 2019. 


A Canadian subsidiary of Wendy’s has a revolving credit facility of C$6,000, which bears interest at the Bank of 
Montreal Prime Rate. Borrowings under the facility are guaranteed by Wendy’s. In March 2020, the Company drew 
down C$5,500 under the revolving credit facility, which the Company fully repaid through repayments of C$3,000 
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in the fourth quarter of 2020 and C$2,500 in the first quarter of 2021. As of January 2, 2022, the Company had no 
outstanding borrowings under the Canadian revolving credit facility. 


Wendy’s U.S. advertising fund has a revolving line of credit of $25,000, which was established to support the 
advertising fund operations and bears interest at LIBOR plus 2.15%. Borrowings under the line of credit are 
guaranteed by Wendy’s. During 2020, the Company borrowed and repaid $29,397 under the revolving line of credit. 
There were no borrowings or repayments under the line of credit during 2021. As of January 2, 2022, the Company 
had no outstanding borrowings under the revolving line of credit. 


The increased borrowings in 2020 were taken as precautionary measures to provide enhanced financial 
flexibility considering the uncertain market conditions arising from the COVID-19 pandemic. 


Interest Expense 


Interest expense on the Company’s long-term debt was $98,356, $106,116 and $105,829 during 2021, 2020 
and 2019, respectively, which was recorded to “Interest expense, net.” 


Pledged Assets 
The following is a summary of the Company’s assets pledged as collateral for certain debt: 
Year End 
January 2, 
2023 

Cash and icashéquivalents:.: 2.00440 s¢4¢scodusoe eae Eee vege dee eee $ 29,201 
Restricted cash and other assets (including long-term) 1.1.2.2... 0.0.00... cece eee eee eee 27,193 
Accounts and notes receivable, net 2... 0... ccc ccc tee e eee e teen ens 41,964 
Inventories: <-h.sid-oe hae Seed dled cadena oes eee i beee 4s shades bbe 5,180 
Pro PEttieS) cass sGeesacarstyte See Haye deh ns oho wor ayera ace ahels. A.ahe boned Nae el aan eleden bayer 59,717 
Other intangible assets: «2525. cgias diade eEhG Ld Ged Gade beeeeeeie chedoia iin 1,026,736 
$1,189,991 


(13) Fair Value Measurements 


Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. Valuation techniques under the accounting 
guidance related to fair value measurements are based on observable and unobservable inputs. Observable inputs 
reflect readily obtainable data from independent sources, while unobservable inputs reflect our market assumptions. 
These inputs are classified into the following hierarchy: 


¢ Level 1 Inputs - Quoted prices for identical assets or liabilities in active markets. 


¢ Level 2 Inputs - Quoted prices for similar assets or liabilities in active markets; quoted prices for identical or 
similar assets or liabilities in markets that are not active; and model-derived valuations whose inputs are 
observable or whose significant value drivers are observable. 


¢ Level 3 Inputs - Pricing inputs are unobservable for the assets or liabilities and include situations where there 
is little, if any, market activity for the assets or liabilities. The inputs into the determination of fair value 
require significant management judgment or estimation. 
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Financial Instruments 


The following table presents the carrying amounts and estimated fair values of the Company’s financial 














instruments: 
Year End 
January 2, 2022 January 3, 2021 
Carrying Fair Carrying Fair Fair Value 
Amount Value Amount Value Measurements 
Financial assets 
Cash equivalents ......... 00 eee e eee $ — $ — $ 75,067 $ 75,067 Level 1 
Other investments in equity securities (a) .. 10,000 10,000 — — Level 2 
Financial liabilities 
Series 2021-1 Class A-2-I Notes (b) ...... 447,750 439,283 — — Level 2 
Series 2021-1 Class A-2-II Notes (b) ...... 646,750 642,352 = — Level 2 
Series 2019-1 Class A-2-I Notes (b) ...... 368,000 381,579 386,000 409,778 Level 2 
Series 2019-1 Class A-2-II Notes (b) ...... 414,000 439,792 434,250 469,555 Level 2 
Series 2018-1 Class A-2-I Notes (b) ...... — — 436,500 450,381 Level 2 
Series 2018-1 Class A-2-II Notes (b) ...... 456,000 473,693 460,750 491,021 Level 2 
Series 2015-1 Class A-2-III Notes (b) ..... — — 473,750 481,851 Level 2 
Canadian revolving credit facility ........ — — 1,962 1,962 Level 2 
7% debentures, due in 2025 (b) ......... 85,175 101,142 83,998 98,775 Level 2 


(a) The fair value of our other investments in equity securities is based on our review of information provided by the 
investment manager, which is based on observable price changes in orderly transactions for an identical or 
similar investment of the same issuer. 


(b) The fair values were based on quoted market prices in markets that are not considered active markets. 


The carrying amounts of cash, accounts payable and accrued expenses approximate fair value due to the short- 
term nature of those items. The carrying amounts of accounts and notes receivable, net (both current and 
non-current) approximate fair value due to the effect of the related allowance for doubtful accounts. Our cash 
equivalents are the only financial assets measured and recorded at fair value on a recurring basis. 


Non-Recurring Fair Value Measurements 


Assets and liabilities remeasured to fair value on a non-recurring basis resulted in impairment that we have 
recorded to “Impairment of long-lived assets” in our consolidated statements of operations. 


Total impairment losses may reflect the impact of remeasuring long-lived assets held and used (including land, 
buildings, leasehold improvements, favorable lease assets and ROU assets) to fair value as a result of (1) declines in 
operating performance at Company-operated restaurants and (2) the Company’s decision to lease and/or sublease the 
land and/or buildings to franchisees in connection with the sale or anticipated sale of restaurants, including any 
subsequent lease modifications. The fair values of long-lived assets held and used presented in the tables below 
represent the remaining carrying value and were estimated based on either discounted cash flows of future anticipated 
lease and sublease income or discounted cash flows of future anticipated Company-operated restaurant performance. 
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Total impairment losses may also include the impact of remeasuring long-lived assets held for sale. The fair 
values of long-lived assets held for sale presented in the tables below represent the remaining carrying value and were 
estimated based on current market values. See Note 17 for further information on impairment of our long-lived 
assets. 


Fair Value Measurements 






































January 2, 2021 
2022 Level 1 Level 2 Level 3 Total Losses 
Held and tised® ic-ic cidieeciadecidan dae es $1,618 $— $— $1,618 $2,051 
Held for sale vic esac ce Scien tte he edness 371 = — 371 200 
Total... eee eee ee $1,989 $— $— $1,989 $2,251 
Fair Value Measurements 
January 3, 2020 
2021 Level 1 Level 2 Level 3 Total Losses 
Held and used .... 00.0.0... cece eee $2,653 $— $— $2,653 $7,586 
Held for sale 2.0... ec eee 855 — — 855 451 
Total are:s6 ai ego geteacs eS ciated needa okra ddoshs Sedat $3,508 $— $— $3,508 $8,037 
(14) Income Taxes 
Income before income taxes is set forth below: 
Year Ended 
mama) —«D 
DOMESHIC te iat antiatesseaieed aie Dodane won dnd hid Daanladlte tn od dante $228,756 $149,046 $160,474 
FORGO!) 4.55.5 if sen pata adews eben Ne rd sae tales 11,822 3,749 11,007 





$240,578 $152,795 $171,481 








(a) Excludes foreign income of domestic subsidiaries. 


The (provision for) benefit from income taxes is set forth below: 











Year Ended 
mama) 
Current: 
WS federal sc: 4.eMicia opined dedeyieie dh eee nd ela $(38,416) $(16,176) $(18,421) 
State: as bana 4 ose hates ve ete ee eee taney (7,039) (3,723) (6,093) 
POV GN sl dea eet eoese ed ease dats Posed bee eed (8,512) (4,798) (9,190) 
Current tax provision... 6.0... 00. e cee eee eee eee (53,967) (24,697) (33,704) 
Deferred: 
MS federal c.scastetoenace ei avnce-v Gitte avarice act w@encinded alee OU ea ded (52) (6,707) 1,585 
Se esas batons ae ess escc aos ty sec antuacien dbihant-aad-a dsimsiecpaniais 15,993 (3,185) (2,449) 
Foreign: nn eshd ested AG ese tied ated deca ees (2,160) (374) 27 
Deferred tax (provision) benefit .................00. 13,781 (10,266) (837) 
Income tax provision .. 6... eee eects $(40,186)  $(34,963)  $(34,541) 
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Deferred tax assets (liabilities) are set forth below: 

















Year End 
January 2, January 3, 
7 ilaal 
Deferred tax assets: 
Operating and finance lease liabilities... 2... 0. eee eee $ 368,932  $ 365,005 
Net operating loss and credit carryforwards 1.1.2.0... 0.00. eee eee 60,620 62,210 
Deferred revenue 0.0.0... eect tence eee e eens 23,636 24,303 
Unfavorable leases 2... cc eect eee ene neees 19,060 23,511 
Accrued compensation and related benefits ..............000000005 18,487 16,443 
Acctued expenses atid reserves’ < aco5 iad bs eee ee epee de beens bees 6,763 7,673 
VEST so. case crs fice oedeock sp ctccend ates th Seti bears oat eet Dee ea 7,586 5,869 
Valuation allowances .. 0.0.0... cece cece eee een e eee eens (38,277) (49,968) 
Total deferred tax assets 2... cee tent e teens 466,807 455,046 
Deferred tax liabilities: 
Operating and finance lease assets 1.6... eee eee eee (341,681) (332,515) 
Intangible.assets. 5 sa daesoeet bid edanerediaee diate wuew sada ks (290,088) (301,969) 
Fixed assets... 0... cece eect e ene e teen n eae (63,936) (63,826) 
UNEP 526-5 en cea carare edad eet aa ees PA are eee Oe ad tod (38,812) (37,491) 
Total deferred tax liabilities .. 0... 2. cee eee eae (734,517) (735,801) 
$(267,710) $(280,755) 
The amounts and expiration dates of net operating loss and tax credit carryforwards are as follows: 
Tax credit carryforwards: 
USS. federal foreign tax credits .. 0... eee eee eee $ 15,309 2022-2032 
State tax credits . 0... cece cece e eens 593 2022-2023 
Foreign tax credits of non-U.S. subsidiaries ...............000. 4,159 Indefinite 
MOU AL! ease cy it des, Seca ede peace ae Sc earese Seeapimanenacg weeeenr ate $ 20,061 
Net operating loss carryforwards (pre-tax): 
State and local net operating loss carryforwards ............... $1,131,604 2022-Indefinite 
Foreign net operating loss carryforwards ........ 0.0000. e ee eee 6,962 Indefinite 
PTSOUAL! “eeectctectn eycrtanie a tp set at date pete teeat fe aeeeeees otk pe seeeeeh eels $1,138,566 


The Company’s valuation allowances of $38,277 and $49,968 as of January 2, 2022 and January 3, 2021, 
respectively, relate primarily to foreign and state tax credit and net operating loss carryforwards. Valuation allowances 
decreased $11,691 during 2021 and increased $4,785 and $3,008 during 2020 and 2019, respectively. The decrease 
in 2021 resulted primarily from a 2021 change in state tax law, which resulted in a one-time reduction in previously 
recorded valuation allowances against our deferred state tax assets of $12,606. Additionally, the relative presence of 
Company-operated restaurants in various states impacts expected future state taxable income available to utilize state 


net operating loss carryforwards. 


The current portion of refundable income taxes was $11,901 and $5,399 as of January 2, 2022 and January 3, 
2021, respectively, and is included in “Accounts and notes receivable, net.” There were no long-term refundable 


income taxes as of January 2, 2022 and January 3, 2021. 
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The reconciliation of income tax computed at the U.S. federal statutory rate of 21% to reported income tax is 
set forth below: 


Year Ended 

“3021 ~~«2020.~C*«CO27SCStS 
Income tax provision at the U.S. federal statutory rate .............. $(50,521) $(32,087) $(36,011) 
State income tax provision, net of U.S. federal income tax effect ...... (6,256) (4,664) (6,470) 
Prior years’ tax matters (a) . 1... cece ee eet eee eee 1,820 1,761 6,135 
Excess federal tax benefits from share-based compensation........... 7,160 5,338 5,841 
Foreign and U.S. tax effects of foreign operations .............00. (5) (397) 250 
Valuation allowances (b) 2.0... 0. ccc eee eee eee 11,807 (4,593) (2,833) 
Non-deductible goodwill (c) 6.6... cece eee eee eee (947) — — 
BE <0 | gre Dn Ta 1,028 1,901 879 
Non-deductible executive compensation 1.1.22... 0.000. e cece eee (3,810) (1,973) (1,925) 
Wnrepatriated camnings 0 o-citiie cf dice oh oeheng Mangaueliperew ie watelgel’a’s (282) (283) (402) 
Non-deductible expenses and other ....... 0.00 cece ceteris (180) 34 (5) 





$(40,186) $(34,963) $(34,541) 








(a) 2019 primarily relates to a reduction in unrecognized tax benefits due to a lapse of statute of limitations. 


(b) 2021 primarily relates to the $12,606 benefit resulting from the state tax law change described above. The effect 
of the tax law change also included $840 of additional deferred tax expense included in the State income tax 
provision line item, for a total of $11,766. 


(c) Related to the sale of the New York Company-operated restaurants (including Manhattan). See Note 4 for 
further information. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process (“CAP”). 
As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are resolved prior to the 
filing of the tax return. As such, our tax returns for fiscal years 2009 through 2019 have been settled. The statute of 
limitations for the Company’s state tax returns vary, but generally the Company’s state income tax returns from its 
2018 fiscal year and forward remain subject to examination. We believe that adequate provisions have been made for 
any liabilities, including interest and penalties that may result from the completion of these examinations. 


Unrecognized Tax Benefits 


As of January 2, 2022, the Company had unrecognized tax benefits of $18,849, which, if resolved favorably 
would reduce income tax expense by $14,890. A reconciliation of the beginning and ending amount of unrecognized 
tax benefits follows: 


Year Ended 
2021 2020 2019 
Beginning: balance: so ord sais 2 eeeGas eed ene y ates Aolelss $20,973 $22,323 $27,632 
Additions: 
Tax positions of current year»... . 2... eee eee eee 157 322 1,356 
Tax positions of prior years 2... 0... eee ee eee eee — — — 
Reductions: 
Tax positions of prior years 2.0.0... eee eee eee eee (2,015) (1,183) (227) 
SettleiMeMtS: 5. g-c-ci0s yee eked de aela a aphalend’s Bored sane da $h8 (46) (119) — 


det eisteeeeuh a etat cota aeons (220) (370) (6,438) 
Ending balancé s°..scme no0 Hteeeede toe es meea ou eeae alee $18,849 $20,973 $22,323 




















97 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


The reductions in unrecognized tax benefits in 2021 and 2020 were primarily related to decreases as a result of 
settlements with various taxing jurisdictions. The additions in unrecognized tax benefits in 2019 was primarily related 
to the uncertainty of the income tax consequences of a cash settlement related to a previously held investment. 


During 2022, we believe it is reasonably possible the Company will reduce unrecognized tax benefits by up to 
$98 due primarily to the lapse of statutes of limitations and expected settlements. 


During 2021, 2020 and 2019, the Company recognized $138, $159 and $(489) of expense (income) for 
interest and $37, $81 and $81 of income for penalties, respectively, related to uncertain tax positions. The Company 
has $975 and $873 accrued for interest and $0 and $37 accrued for penalties as of January 2, 2022 and January 3, 
2021, respectively. 


(15) Stockholders’ Equity 
Dividends 
During 2021, 2020 and 2019, the Company paid dividends per share of $0.43, $0.29 and $0.42, respectively. 


Treasury Stock 


There were 470,424 shares of common stock issued at the beginning and end of 2021, 2020 and 2019. 
Treasury stock activity for 2021, 2020 and 2019 was as follows: 








Year Ended 
2021 2020 2019 

Number of shares at beginning of year... 0.00.00... eee eee ee 246,156 245,535 239,191 
Repurchases of common stock ......... 0.0. e cece eee ee eee 11,487 3,512 10,158 
Common shares issued: 

StOck-OptiOns; Het 25 .acaunsteantatedaibahesoeda. weds ate (2,657) (2,358) (2,912) 

Restricted stock, net... 0. cece ccc cece eect nen eeens (337) (465) (834) 

Director fees: <:..acs\es.0 ois is Sencar ood ed lath don aoe bale dae Su (17) (15) (14) 
Othetssetys cee eka eee ce teeas dea bbele becedviedeas (57) (53) (54) 
Number of shares at end of year . 1... 1. eee cece eee ees 254,575 246,156 245,535 














Repurchases of Common Stock 


In February 2020, our Board of Directors authorized a repurchase program for up to $100,000 of our common 
stock through February 28, 2021, when and if market conditions warranted and to the extent legally permissible. As 
previously announced, beginning in March 2020, the Company temporarily suspended all share repurchase activity 
under the February 2020 authorization in connection with the Company’s response to the COVID-19 pandemic. In 
July 2020, the Company’s Board of Directors approved an extension of the February 2020 authorization by one year, 
through February 28, 2022. The Company resumed share repurchases in August 2020. In addition, in May 2021, 
August 2021, and November 2021, the Board of Directors approved increases of $50,000, $70,000 and $80,000, 
respectively, to the February 2020 authorization, resulting in an aggregate authorization of $300,000 that continued 
to expire on February 28, 2022. In November 2021, the Company entered into an accelerated share repurchase 
agreement (the “2021 ASR Agreement”) with a third-party financial institution to repurchase common stock as part 
of the Company’s existing share repurchase program. Under the 2021 ASR Agreement, the Company paid the 
financial institution an initial purchase price of $125,000 in cash and received an initial delivery of 4,910 shares of 
common stock, representing an estimated 85% of the total shares expected to be delivered under the 2021 ASR 
Agreement. In February 2022, the Company completed the 2021 ASR Agreement and received an additional 715 
shares of common stock. The total number of shares of common stock ultimately purchased by the Company under 
the 2021 ASR Agreement was based on the average of the daily volume-weighted average prices of the common stock 
during the term of the 2021 ASR Agreement, less an agreed upon discount. In total, 5,625 shares were delivered 
under the 2021 ASR Agreement at an average purchase price of $22.22 per share. 
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In addition to the shares repurchased in connection with the 2021 ASR Agreement, during 2021, the Company 
repurchased 6,577 shares with an aggregate purchase price of $142,715, excluding commissions of $93, under the 
February 2020 repurchase authorization. After taking into consideration these repurchases, with the completion of the 
2021 ASR Agreement in February 2022 described above, the Company completed the February 2020 authorization. 


In February 2022, our Board of Directors authorized the repurchase of up to $100,000 of our common stock 
through February 28, 2023, when and if market conditions warrant and to the extent legally permissible. 


During 2020, the Company repurchased 1,572 shares under the February 2020 repurchase authorization with 
an aggregate purchase price of $32,285, of which $723 was accrued at January 3, 2021, and excluding commissions of 
$22. 


In February 2019, our Board of Directors authorized a repurchase program for up to $225,000 of our common 
stock through March 1, 2020, when and if market conditions warranted and to the extent legally permissible. In 
November 2019, the Company entered into an accelerated share repurchase agreement (the “2019 ASR Agreement”) 
with a third-party financial institution to repurchase common stock as part of the Company’s existing share 
repurchase program. Under the 2019 ASR Agreement, the Company paid the financial institution an initial purchase 
price of $100,000 in cash and received an initial delivery of 4,051 shares of common stock, representing an estimated 
85% of the total shares expected to be delivered under the 2019 ASR Agreement. In February 2020, the Company 
completed the 2019 ASR Agreement and received an additional 628 shares of common stock. The total number of 
shares of common stock ultimately purchased by the Company under the 2019 ASR Agreement was based on the 
average of the daily volume-weighted average prices of the common stock during the term of the 2019 ASR 
Agreement, less an agreed upon discount. In total, 4,679 shares were delivered under the 2019 ASR Agreement at an 
average purchase price of $21.37 per share. 


In addition to the shares repurchased in connection with the 2019 ASR Agreement, during 2020, the Company 
repurchased 1,312 shares with an aggregate purchase price of $28,770, excluding commissions of $18, under the 
February 2019 authorization. After taking into consideration these repurchases, with the completion of the 2019 ASR 
Agreement in February 2020, the Company completed its February 2019 authorization. 


In addition to the shares repurchased in connection with the 2019 ASR Agreement, during 2019, the Company 
repurchased 6,107 shares with an aggregate purchase price of $117,685, of which $1,801 was accrued at 
December 29, 2019, and excluding commissions of $86, under the February 2019 authorization and the Company’s 
November 2018 authorization for up to $220,000 of our common stock through December 27, 2019. 


Preferred Stock 


There were 100,000 shares authorized and no shares issued of preferred stock throughout 2021, 2020 and 
2019. 


Accumulated Other Comprehensive Loss 


The following table provides a rollforward of accumulated other comprehensive loss, which is entirely 
comprised of foreign currency translation: 





Year Ended 
ce oe 
Balance at beginning of period ....... 0.0.0... eee eee eee $(49,641)  $(53,828)  $(61,673) 
Foreign currency translation 1.2.2... 0.0.00. eee ee eee eee 1,441 4,187 7,845 
Balance:at-end Of period's is.is:5 eb aig Ss-cdeey hanes ddl saves $(48,200)  $(49,641)  $(53,828) 








(16) Share-Based Compensation 


The Company has the ability to grant stock options, stock appreciation rights, restricted stock, restricted stock 
units, other stock-based awards and performance compensation awards to current or prospective employees, directors, 


99 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


officers, consultants or advisors. During 2020, the Company’s Board of Directors and its stockholders approved the 
adoption of the 2020 Omnibus Award Plan (the “2020 Plan”) for the issuance of equity instruments as described 
above. The Company’s previous 2010 Omnibus Award Plan (as amended, the “2010 Plan”) expired in accordance 
with its terms in 2020. All equity grants in 2021 were issued from the 2020 Plan. Equity grants in 2020 were issued 
from both the 2020 Plan and the 2010 Plan. All equity grants during 2019 were issued from the 2010 Plan. The 
2020 Plan is currently the only equity plan from which future equity awards may be granted, but outstanding awards 
granted under the 2010 Plan will continue to be governed by the terms of the 2010 Plan. As of January 2, 2022, there 
were approximately 22,425 shares of common stock available for future grants under the 2020 Plan. During the 
periods presented in the consolidated financial statements, the Company settled all exercises of stock options and 
vesting of restricted shares, including performance shares, with treasury shares. 


Stock Options 


The Company’s current outstanding stock options have maximum contractual terms of 10 years and vest 
ratably over three years or cliff vest after three years. The exercise price of options granted is equal to the market price 
of the Company’s common stock on the date of grant. The fair value of stock options on the date of grant is 
calculated using the Black-Scholes Model. The aggregate intrinsic value of an option is the amount by which the fair 
value of the underlying stock exceeds its exercise price. 


The following table summarizes stock option activity during 2021: 


Weighted 
Weighted Average 
Average Remaining Aggregate 























Number of Exercise Contractual Intrinsic 
Options Price Life in Years Value 
Outstanding at January 3, 2021 ................., 11,242 $16.06 
Granted i346 ca neds beswead ened eae ebs 1,435 23.70 
I XCCISCG ihe onunicm tales etre ade dc ayers, dion Grane gehen (2,746) 11.38 
Forfeited and/or expired ....... 0.0.0.0. eee eee ee (73) 21.27 
Outstanding at January 2, 2022 ...............0., 9,858 $18.44 6.94 $55,337 
Vested or expected to vest at January 2, 2022 ........ 9,727 $18.38 6.91 $53,197 
Exercisable at January 2, 2022 ...........00 eee eee 6,514 $16.43 6.00 $48,372 








The total intrinsic value of options exercised during 2021, 2020 and 2019 was $39,522, $28,111 and $26,947, 
respectively. The weighted average grant date fair value of stock options granted during 2021, 2020 and 2019 was 
$6.33, $6.02 and $3.40, respectively. 


The weighted average grant date fair value of stock options was determined using the following assumptions: 


moar 20202019 
Risk-free in terest:tate: v.25 iy-ceuleiy deaiee sate gatas yew sls lata eames 0.70% 0.22% 1.57% 
Expected option life in years 2.1... eee cette eee 4.50 4.50 4.50 
Expected volatility... cnaiss¢ piesesc wile atnqcdoerds sauasie sondidle. tos ions ab nltta cg wesenetacaue 38.00% 38.02% 23.55% 
Expected dividend yield 0.1... kee ccc eens 2.03% 1.72% 2.03% 


The risk-free interest rate represents the U.S. Treasury zero-coupon bond yield correlating to the expected life 
of the stock options granted. The expected option life represents the period of time that the stock options granted are 
expected to be outstanding based on historical exercise trends for similar grants. The expected volatility is based on the 
historical market price volatility of the Company over a period equivalent to the expected option life. The expected 
dividend yield represents the Company’s annualized average yield for regular quarterly dividends declared prior to the 
respective stock option grant dates. 


The Black-Scholes Model has limitations on its effectiveness including that it was developed for use in 
estimating the fair value of traded options which have no vesting restrictions and are fully transferable and that the 
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model requires the use of highly subjective assumptions, such as expected stock price volatility. Employee stock option 
awards have characteristics significantly different from those of traded options and changes in the subjective input 
assumptions can materially affect the fair value estimates. 


Restricted Shares 


The Company grants RSAs and RSUs, which primarily cliff vest after 1 to 3 years. For the purposes of our 
disclosures, the term “Restricted Shares” applies to RSAs and RSUs collectively unless otherwise noted. The fair value 
of Restricted Shares granted is determined using the fair market value of the Company’s common stock on the date of 
grant, as set forth in the applicable plan document. 


The following table summarizes activity of Restricted Shares during 2021: 


Weighted 
Number of Average 
Restricted Grant Date 
Shares Fair Value 
Non-vested at January 3, 2021... 2... eee cece eect eee aee 1,089 $19.01 
Granted | ioacve tid ead eoes bdcheweckdedwaw Ue ada eee Gobo vada 365 23.27 
MGSECE catd dace d a cchatsnt Stas saris heracoengracerasduch a eeaadiate-a~pacvaherg ates atansdisacascteanctene havens (304) 18.69 
Porteited .~ 5.jacitedis-aee dtcaantadenddie dete anays eda iow daca d-aek ydgelominaa evden (56) 21.08 
Nonevested at Januaty.2;:2022 i045 csaaucnbee sod abe bales Cea aw ae eo 1,094 $20.09 








The total fair value of Restricted Shares that vested in 2021, 2020 and 2019 was $7,048, $8,634 and $9,996, 


respectively. 


Performance Shares 


The Company grants performance-based awards to certain officers and key employees. The vesting of these 
awards is contingent upon meeting one or more defined operational or financial goals (a performance condition) or 
common stock share prices (a market condition). The quantity of shares awarded ranges from 0% to 200% of 
“Target,” as defined in the award agreement as the midpoint number of shares, based on the level of achievement of 
the performance and market conditions. 


The fair values of the performance condition awards granted in 2021, 2020 and 2019 were determined using 
the fair market value of the Company’s common stock on the date of grant, as set forth in the applicable plan 
document. Share-based compensation expense recorded for performance condition awards is reevaluated at each 
reporting period based on the probability of the achievement of the goal. 


The fair value of market condition awards granted in 2021, 2020 and 2019 were estimated using the Monte 
Carlo simulation model. The Monte Carlo simulation model utilizes multiple input variables to estimate the 
probability that the market conditions will be achieved and is applied to the trading price of our common stock on 
the date of grant. 


The input variables are noted in the table below: 


moar 20202019 
Risk-frée interest fate is iy sea eeu Gaede beat eida eae aat dee dees aen 0.20% 1.38% 2.51% 
Expected life in years’ ieiinp.s. geet is grawg here equine) didn te dogs a Meet aeacecmadeys 3.00 3.00 3.00 
Expected volatility .4c44 e524 eek gies wawadedeat ded wines es 49.47% 23.26% 23.19% 
Expected dividend yield)(a) \s.c.siscg-cesidiearat gee adtneee Wouls tala elacantend Lapa 0.00% 0.00% 0.00% 


(a) The Monte Carlo method assumes a reinvestment of dividends. 


Share-based compensation expense is recorded ratably for market condition awards during the requisite service 
period and is not reversed, except for forfeitures, at the vesting date regardless of whether the market condition is met. 
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The following table summarizes activity of performance shares at Target during 2021: 


Performance Condition Awards Market Condition Awards 

Weighted Weighted 
Average Average 

Grant Date Grant Date 

Shares Fair Value Shares Fair Value 
Non-vested at January 3, 2021 .............04. 429 $19.06 346 $23.65 
Granted: oink sad he ctueheen oh eadn hela oan 209 20.21 187 22.96 
Dividend equivalent units issued (a) ............ 10 20.48 8 24.53 
Wested: (Db): cod Mak ca hanitangadbarchvavedsaas (88) 15.65 (119) 15.65 
Forteitéd 245.0%.5.0 054 4 0d5 dba bewkd e eee Als (55) 15.65 —_— — 
Non-vested at January 2, 2022 ................ 505 $20.48 422 $24.52 


(a) Dividend equivalent units are issued in lieu of cash dividends for non-vested performance shares. There is no 
weighted average fair value associated with dividend equivalent units. 


(b) Market condition awards exclude the vesting of an additional 52 shares, which resulted from the performance of 
the awards exceeding Target. 


The total fair value of performance condition awards that vested in 2021, 2020 and 2019 was $1,784, $3,447 
and $7,720, respectively. The total fair value of market condition awards that vested in 2021, 2020 and 2019 was 
$3,498, $4,910 and $7,135, respectively. 


Modifications of Share-Based Awards 


During 2020 and 2019, the Company modified the terms of awards granted to seven and ten employees, 
respectively, in connection with its Operations and Field Realignment Plan, IT Realignment Plan and G&A 
Realignment Plan discussed in Note 5. These modifications resulted in the accelerated vesting of certain stock options 
in connection with the termination of such employees. As a result, during 2020 and 2019, the Company recognized 
an increase in share-based compensation of $621 and $1,011, respectively, which was included in “Reorganization 
and realignment costs.” The Company did not modify the terms of any awards during 2021. 


Share-Based Compensation 


Total share-based compensation and the related income tax benefit recognized in the Company’s consolidated 
statements of operations were as follows: 














Year Ended 
re ne 

Stock options... 5. ses see eee eves eens eee bb eebas ce bae enna. $9,256 $ 8499 $ 7,685 
Restricted. shares’ (a) ..2.4¢ceo. 04055 tadbseenaesnt a eeuaegecaan 6,677 6,507 5,762 
Performance shares: 

Performance condition awards ....... 0.00 cece eee es 2,861 782 2,195 

Market condition awards ..... 0.0... cece cee eee eee 3,225 2,521 2,023 
Modifications, Net? ec:0.4-22 0% en nodend ohae dad wha ok Sada nese date = 621 1,011 
Share-based compensation ... 0.0.0.0... cece eee eee eee eee 22,019 18,930 18,676 
Less: Income tax benefit... 0... ec eee tenes (2,790) (2,958) (2,990) 
Share-based compensation, net of income tax benefit ............. $19,229 $15,972 $15,686 














(a) 2021, 2020 and 2019 include $19, $213 and $396, respectively, related to retention awards in connection with 
the Company’s G&A Realignment Plan, which is included in “Reorganization and realignment costs.” See Note 
5 for further information. 
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As of January 2, 2022, there was $29,337 of total unrecognized share-based compensation, which will be 
recognized over a weighted average amortization period of 2.06 years. 


(17) Impairment of Long-Lived Assets 


The Company records impairment charges as a result of (1) the deterioration in operating performance of 
certain Company-operated restaurants, (2) the Company’s decision to lease and/or sublease properties to franchisees 
in connection with the sale or anticipated sale of Company-operated restaurants, including any subsequent lease 
modifications, and (3) closing Company-operated restaurants and classifying such surplus properties as held for sale. 
Impairment charges during 2020 were primarily due to the deterioration in operating performance of certain 
Company-operated restaurants as a result of the COVID-19 pandemic. 


The following is a summary of impairment losses recorded, which represent the excess of the carrying amount 
over the fair value of the affected assets and are included in “Impairment of long-lived assets:” 


Year Ended 
2021 2020 2019 
Company-operated restaurants 2.0.02... eee eee eee $1,862 $7,586 $ 294 
Restaurants leased or subleased to franchisees ..........0 00000 ee enue 189 — 5,308 
Surplus properties. .....0020. 0 ese eee eee eed ee ead ier de eee nt 200 451 1,397 





$2,251 $8,037 $6,999 








(18) Investment Income (Loss), Net 


Year Ended 
2021 2020 2019 
Gain on sale of investments, net (a)... 0... ccc eee ee $63 $ — $24,496 
Impairment loss on other investments in equity securities ............... a (471) — 
Withers diet: sts sce ha See 8 hte eh iead  Acataae le Ate Sante werk wince Maacet Rlak ace (24) 246 1,102 





$39  $(225) $25,598 








(a) In October 2019, the Company received a $25,000 cash settlement related to a previously held investment. As a 
result, the Company recorded $24,366 to “Investment income (loss), net” and $634 to “General and 
administrative” for the reimbursement of related costs. 


(19) Retirement Benefit Plans 
401(k) Plan 


The Company has a 401(k) defined contribution plan (the “401(k) Plan”) for employees who meet certain 
minimum requirements and elect to participate. The 401(k) Plan permits employees to contribute up to 75% of their 
compensation, subject to certain limitations, and provides for matching employee contributions up to 4% of 
compensation and for discretionary profit sharing contributions. In connection with the matching and profit sharing 
contributions, the Company recognized compensation expense of $4,583, $5,175 and $4,631 in 2021, 2020 and 
2019, respectively. 


Wendy’s Executive Plans 


In conjunction with the Wendy’s Merger, amounts due under supplemental executive retirement plans 
(collectively, the “SERP”) were funded into a restricted account. As of January 1, 2011, participation in the SERP was 
frozen to new entrants and future contributions, and existing participants’ balances only earn annual interest. The 
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corresponding SERP liabilities are included in “Accrued expenses and other current liabilities” and “Other liabilities” 
and, in the aggregate, were $294 and $432 as of January 2, 2022 and January 3, 2021, respectively. 


The Company has a non-qualified, unfunded deferred compensation plan for management and highly 
compensated employees, whereby participants may defer all or a portion of their base compensation and certain 
incentive awards on a pre-tax basis. The Company credits the amounts deferred with earnings based on the 
investment options selected by the participants. The Company may also make discretionary contributions to the plan. 
The total of participant deferrals was $1,455 and $1,108 at January 2, 2022 and January 3, 2021, respectively, which 
are included in “Other liabilities.” 


(20) Leases 
Nature of Leases 


The Company operates restaurants that are located on sites owned by us and sites leased by us from third 
parties. In addition, the Company owns sites and leases sites from third parties, which it leases and/or subleases to 
franchisees. At January 2, 2022, Wendy’s and its franchisees operated 6,949 Wendy’s restaurants. Of the 408 
Company-operated Wendy’s restaurants, Wendy’s owned the land and building for 159 restaurants, owned the 
building and held long-term land leases for 141 restaurants and held leases covering the land and building for 108 
restaurants. Wendy’s also owned 485 and leased 1,235 properties that were either leased or subleased principally to 
franchisees. The Company also leases restaurant, office and transportation equipment. 


Company as Lessee 


The components of lease cost for 2021, 2020 and 2019 are as follows: 














Year Ended 
mama) S«D 
Finance lease cost: 

Amortization of finance lease assets .........0 00000 ee eee $ 13,992 $ 13,395 $ 11,241 
Interest on finance lease liabilities .................0005 41,419 40,682 37,012 
55,411 54,077 48,253 
Operating lease COSC. 2.55.5 .230.40 bised Pde eine beeen os 89,283 91,475 90,537 
Variable lease cost (a)... cscs cee eee ea we tea sewn ewes 63,853 59,076 58,978 
Short-term lease cost 2.0... cece eee eee 5,102 4,641 4,717 
Total operating lease cost (b) 6.6... . eee eee eee 158,238 155,192 154,232 
Total lease cost oo... eee ccc ee ee eee $213,649 $209,269 $202,485 








(a) Includes expenses for executory costs of $39,646, $38,652, and $37,758 for 2021, 2020 and 2019, respectively, 
for which the Company is reimbursed by sublessees. 


(b) Includes $132,158, $125,553 and $123,899 for 2021, 2020 and 2019, respectively, recorded to “Franchise 
rental expense” for leased properties that are subsequently leased to franchisees. Also includes $23,558, $26,866 
and $27,419 for 2021, 2020 and 2019, respectively, recorded to “Cost of sales” for leases for Company-operated 
restaurants. 
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The following table includes supplemental cash flow and non-cash information related to leases: 





Year Ended 
2021 2020 2019 

Cash paid for amounts included in the measurement of lease liabilities: 

Operating cash flows from finance leases ...........0000000. $42,277 $39,349 $39,887 

Operating cash flows from operating leases ...............0. 91,930 85,689 91,824 

Financing cash flows from finance leases .........-.0.00000. 13,640 8,383 6,835 
Right-of-use assets obtained in exchange for lease obligations: 

Finance lease liabilities... 0... 0. c ccc etenenetas 82,032 34,918 50,061 

Operating lease liabilities... 0.0... eee 58,770 18,327 15,411 

The following table includes supplemental information related to leases: 
Year End 
January 2, January 3, 
2022 2021 

Weighted-average remaining lease term (years): 

Finance leases: «£5.22. ccle3- stud cam, 2a We A Kou Dees hac he eee es 15.8 16.2 

Operating leases: icis abe da lbed diy cede aed i eebad tenes ead S 14.1 14.6 
Weighted average discount rate: 

Pintance leases: 24.6. inid ocdaaviad ein debe 4 ek oe awe DRS EES O54 « 8.91% 9.54% 

Operating leases: 26 spats see eta wena oe ee oe ala Soa Ga we oe 4,94% 5.06% 
Supplemental balance sheet information: 

Bifance-lease assets; 6T0s8.' 3 dae age suseednege h eyeeW ade onde ees $307,965 $261,308 

Accumulated amortization 1.0.0.0... 000 cece cee cece eee eee enee (63,686) (55,155) 

Finance leaseassets: <0. oiea donasaa esis onda daas task a dagtneiues 4 244,279 206,153 

Operating leaseassets: :dios2s.a%e acpcanteansspeianalseg she. wisp laaidabe. eteneg eee ane 812,620 821,480 


The following table illustrates the Company’s future minimum rental payments for non-cancelable leases as of 
January 2, 2022: 








Finance Leases Operating Leases 

Company- Franchise Company- Franchise 
Fiscal Year Operated and Other Operated and Other 
QOD Dawa eed avhnseva ttn tate Biate hace Aoki  aatenmecanetee A Mle oe, eek $ 6,361 $ 51,720 $ 20,521 $ 69,692 
2023 a eSeeies edc eed Pees ind eee es ached 6,317 52,957 20,989 69,158 
QOQS a dedesstisst deentery anus aon nwann acaba, Bhd PS weet 6,410 53,383 20,956 69,133 
2025: igedtes Qaeda td dda Gard gd Dies ed See 6,610 53,876 20,745 68,910 
DOQG, sete Ss hey aistn eta cen C8 aes ica hee Ae DEERE 6,754 55,117 21,198 68,093 
Theteatter <.00s.93 sehen ca bese wenins vee d abe 84,693 624,335 192,250 630,404 
Total minimum payments .......-000 eee eee eee eee $117,145 $ 891,388 $296,659 $ 975,390 
Less interest .. 0... eee eee eee eee es (41,554) (391,879) (82,860) (288,546) 
Present value of minimum lease payments (a) (b) ...... $ 75,591 $499,509 $213,799 $ 686,844 








(a) The present value of minimum finance lease payments of $15,513 and $559,587 are included in “Current 
portion of finance lease liabilities” and “Long-term finance lease liabilities,” respectively. 


(b) The present value of minimum operating lease payments of $47,315 and $853,328 are included in “Current 
portion of operating lease liabilities” and “Long-term operating lease liabilities,” respectively. 
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Company as Lessor 


The components of lease income for 2021, 2020 and 2019 are as follows: 





Year Ended 
CeO) 

Sales-type and direct-financing leases: 

Selling profit o..2e oom agetieun deheed oie an bed enawes $ 4244 $ 1,995 $ 2,285 

Interest income (a)... 0... cece ce eee eee ees 30,648 29,067 26,333 
Operating lease income: «sa.c. dscasdes Qecaend ee aches anes 173,442 174,452 176,629 
Variable lease income... 6... cece cee tte een ences 63,213 58,196 56,436 

Franchise rental income (b) ......... 0.0. e cece eee eee $236,655 $232,648 $233,065 








(a) Included in “Interest expense, net.” 


(b) Includes sublease income of $174,327, $169,921 and $171,126 recognized during 2021, 2020 and 2019, 
respectively. Sublease income includes lessees’ variable payments to the Company for executory costs of $39,650, 
$38,636 and $37,739 for 2021, 2020 and 2019, respectively. 


The following table illustrates the Company’s future minimum rental receipts for non-cancelable leases and 
subleases as of January 2, 2022: 


Sales-Type and 














Direct Financing Leases Operating Leases 
Owned Owned 

OD Dees a eft ote ese teet ey aputtees f dedesceccied setae ates Seegeedce $ 33,883 $ 2,543 $ 110,714 $ 53,076 
QOD 3 se.cradietecnin eigt, Batondeanacace Qnacenicde edbeedn gree Aittes 34,933 2,589 111,330 53,384 
DOQE: asec coed ais, eacaandiecbea deahaugacd ap asina ac dea eke 36,929 2,599 111,591 54,490 
QO 2s is chnaetingeec hdd acpcw dh tea eded ate eokte stb eden weds 35,803 2,717 111,102 55,086 
DO 2 Gare astride lerssicee es Sitectvet touts dee eral aeons eee aresonecn 36,950 2,887 110,537 56,845 
Thereafter .... 2... eee eee eee 438,518 31,876 1,020,240 647,591 
Total future minimum receipts ............... 617,016 45,211 $1,575,514 $920,472 
Unearned interest income ............0000005 (331,403) (24,851) 
Net investment in sales-type and direct financing 

leases (a) .. ccc ce cee eee eee nes $ 285,613  $ 20,360 








(a) The present value of minimum sales-type and direct financing rental receipts of $6,266 and $299,707 are 
included in “Accounts and notes receivable, net” and “Net investment in sales-type and direct financing leases,” 
respectively. The present value of minimum sales-type and direct financing rental receipts includes a net 
investment in unguaranteed residual assets of $549. 
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Properties owned by the Company and leased to franchisees and other third parties under operating leases 
include: 





Year End 
January 2, January 3, 
20° 2024 

WAM sscie. Sad hte dan whos fold ation 8 alate weeded co oie ate esta autre naaaled wean Sue $ 258,513 $ 279,956 
Buildings and improvements ......... 0... e cece ete teenies 288,782 309,605 
Restaurantequipmient® 55sec anes dob beara a aired Sag cera ieee ae eres ne 1,701 1,701 

548,996 591,262 
Accumulated depreciation and amortization... 0.00.0... 00 eee eee eee (173,243) (170,722) 





$ 375,753  $ 420,540 








(21) Guarantees and Other Commitments and Contingencies 
Guarantees and Contingent Liabilities 
Franchisee Image Activation Incentive Programs 


In order to promote new restaurant development, Wendy’s has an incentive program for franchisees that 
provides for technical assistance fee waivers and reductions in royalty and national advertising payments for up to the 
first two years of operation for qualifying new restaurants opened prior to December 31, 2022. In addition, Wendy’s 
has a restaurant development incentive program that provides for incremental reductions in royalty and national 
advertising payments for up to the first two years of operation for qualifying new restaurants for existing franchisees 
that sign up for the program under a new development agreement, or through an extension of their existing 
development agreement, and commit to incremental development of new Wendy’s restaurants. Under any extended 
development agreements, franchisees are also eligible for technical assistance fee waivers for restaurants opened one 
year in advance of their original development schedule so long as the restaurants are opened prior to December 31, 
2022. Wendy’s also provides franchisees with the option of an early 20-year or 25-year renewal of their franchise 
agreement upon completion of reimaging utilizing certain approved Image Activation reimage designs. 


Lease Guarantees 


Wendy’s has guaranteed the performance of certain leases and other obligations, primarily from former 
Company-operated restaurant locations now operated by franchisees, amounting to $90,649 as of January 2, 2022. 
These leases extend through 2045. We have had no judgments against us as guarantor of these leases as of January 2, 
2022. In the event of default by a franchise owner where Wendy’s is called upon to perform under its guarantee, 
Wendy’s has the ability to pursue repayment from the franchise owner. The liability recorded for our probable 
exposure associated with these lease guarantees was not material as of January 2, 2022. 


Insurance 


Wendy’s is self-insured for most workers’ compensation losses and purchases insurance for general liability and 
automotive liability losses, all subject to a $500 per occurrence retention or deductible limit. Wendy’s determines its 
liability for claims incurred but not reported for the insurance liabilities on an actuarial basis. As of January 2, 2022, 
the Company had $18,590 recorded for these insurance liabilities. Wendy’s is self-insured for health care claims for 
eligible participating employees subject to certain deductibles and limitations and determines its liability for health 
care claims incurred but not reported based on historical claims runoff data. As of January 2, 2022, the Company had 
$2,966 recorded for these health care insurance liabilities. 
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Letters of Credit 


As of January 2, 2022, the Company had outstanding letters of credit with various parties totaling $22,251. 
Substantially all of the outstanding letters of credit include amounts outstanding against the 2021-1 Class A-1 Notes. 
See Note 12 for further information. We do not expect any material loss to result from these letters of credit. 


Purchase and Capital Commitments 
Beverage Agreement 


The Company has an agreement with a beverage vendor, which provides fountain beverage products and 
certain marketing support funding to the Company and its franchisees. This agreement requires minimum purchases 
of certain fountain beverages (“Fountain Beverages”) by the Company and its franchisees at agreed upon prices until 
the total contractual gallon volume usage is reached. This agreement also provides for an annual advance to be paid to 
the Company based on the vendor’s expectation of the Company’s annual Fountain Beverages usage, which is 
amortized over actual usage during the year. In January 2019, the Company amended its contract with the beverage 
vendor, which now expires at the later of reaching a minimum usage requirement or December 31, 2025. Beverage 
purchases made by the Company under this agreement during 2021, 2020 and 2019 were $9,709, $10,986 and 
$11,440, respectively. The Company estimates future annual purchases to be approximately $10,700 in 2022, 
$10,800 in 2023, $11,100 in 2024 and $11,400 in 2025 based on current pricing and the expected ratio of usage at 
Company-operated restaurants to franchised restaurants. As of January 2, 2022, $4,325 is due to the beverage vendor 
and is included in “Accounts payable,” principally for annual estimated payments that exceeded usage under this 
agreement. 


IT Services Agreement 


In December 2019, the Company entered into an agreement to partner with a third-party global IT consultant 
on the Company’s new IT organization structure to leverage the consultant’s global capabilities, which the Company 
believes will enable a more seamless integration between its digital and corporate IT assets. Costs incurred by the 
Company under this agreement were $20,053, $16,961 and $1,386 during 2021, 2020 and 2019, respectively. The 
Company’s unconditional purchase obligations under the agreement are approximately $17,100 in 2022, $14,700 in 
2023, $13,800 in 2024 and $7,100 in 2025. As of January 2, 2022, $1,899 is due to the consultant and is included 
in “Accrued expenses and other current liabilities.” 


Marketing Agreement 


The Company has an agreement with two national broadcasters that grants the Company certain marketing 
and media rights. Costs incurred by the Company under this agreement were approximately $15,000 and $11,000 in 
2021 and 2019, respectively, which are included in “Advertising funds expense.” No costs were incurred under this 
agreement in 2020. The Company’s unconditional purchase obligations under the agreement are approximately 
$12,900 in 2022, $13,400 in 2023 and $12,700 in 2024. 


(22) Transactions with Related Parties 


The following is a summary of transactions between the Company and its related parties: 


Year Ended 
2021 2020 2019 
Transactions with QSCC: 
Wendy's Gozop'@) 22. 2nccveeab.cgecinedchesds eases ate $ 279 $ — $ 504 
Rental receipts (b) 2... cece eee eee 217 217 217 
TimWen lease and management fee payments (c) .............04 $18,687 $16,130 $16,660 
Yellow Cab royalty, advertising fund, lease and other income (d) ..... $9,869 $1,090 $ — 
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Transactions with QSCC 


(a) Wendy’s has a purchasing co-op relationship structure (the “Wendy's Co-op”) with its franchisees that 
establishes Quality Supply Chain Co-op, Inc. (“QSCC”). QSCC manages, for the Wendy’s system in the U.S. 
and Canada, contracts for the purchase and distribution of food, proprietary paper, operating supplies and 
equipment under national agreements with pricing based upon total system volume. QSCC’s supply chain 
management facilitates continuity of supply and provides consolidated purchasing efficiencies while monitoring 
and seeking to minimize possible obsolete inventory throughout the Wendy’s supply chain in the U.S. and 
Canada. 


Wendy’s and its franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. 
Such sourcing fees are remitted by these vendors to QSCC and are the primary means of funding QSCC’s 
operations. Should QSCC’s sourcing fees exceed its expected needs, QSCC’s board of directors may return some 
or all of the excess to its members in the form of a patronage dividend. Wendy’s recorded its share of patronage 
dividends of $279 and $504 in 2021 and 2019, respectively, which are included as a reduction of “Cost of 
sales.” There were no patronage dividends recorded during 2020. 


(b) Pursuant to a lease agreement, Wendy’s leased 14,493 square feet of office space to QSCC for an annual base 
rental of $217. The lease was amended in June 2021 to increase both the leased square footage to 18,774 and 
the annual base rental to $250, subject to annual increases, and to extend the lease term through January 31, 
2027. The Company received $217 of lease payments from QSCC during each of 2021, 2020 and 2019, which 
has been recorded to “Franchise rental income.” 


TimWen Lease and Management Fee Payments 


(c) A wholly-owned subsidiary of Wendy’s leases restaurant facilities from TimWen, which are then subleased to 
franchisees for the operation of Wendy’s/Tim Hortons combo units in Canada. Wendy’s paid TimWen 
$18,906, $16,339 and $16,867 under these lease agreements during 2021, 2020 and 2019, respectively. In 
addition, TimWen paid Wendy’s a management fee under the TimWen joint venture agreement of $219, $209 
and $207 during 2021, 2020 and 2019, respectively, which has been included as a reduction to “General and 
administrative.” 


Transactions with Yellow Cab 


(d) Certain family members and affiliates of Mr. Nelson Peltz, our Chairman, and Mr. Peter May, our Senior Vice 
Chairman, as well as Mr. Matthew Peltz, our Vice Chairman, hold indirect, minority ownership interests in 
operating companies managed by Yellow Cab Holdings, LLC (“Yellow Cab”), a Wendy’s franchisee, that as of 
January 2, 2022 owned and operated 84 Wendy’s restaurants (including 54 restaurants acquired from NPC 
during the first quarter of 2021 as described below). During 2021 and the fourth quarter of 2020, the Company 
recognized $9,869 and $1,090, respectively, in royalty, advertising fund, lease and other income from Yellow 
Cab and related entities. As of January 2, 2022, $974 was due from Yellow Cab for such income, which is 
included in “Accounts and notes receivable, net” and “Advertising funds restricted assets.” 


In November 2020, the Company submitted a consortium bid together with a group of pre-qualified franchisees 
(of which Yellow Cab was a member) to acquire the Wendy’s restaurants owned by NPC, formerly the 
Company’s largest franchisee, which filed for chapter 11 bankruptcy in July 2020. As part of the consortium bid, 
in November 2020, the Company received deposits from each of the pre-qualified franchisees (including Yellow 
Cab), which amounts were transferred to a third-party escrow account pending resolution of the bankruptcy sale 
process. On January 7, 2021, following a court-approved mediation process, Yellow Cab was selected as the 
purchaser for 54 of NPC’s Wendy’s restaurants. In March 2021, Yellow Cab closed on its acquisition of these 
restaurants and its deposit was applied against the purchase price for the restaurants. See Note 3 for further 
information. 
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(23) Legal and Environmental Matters 


The Company is involved in litigation and claims incidental to our business. We provide accruals for such 
litigation and claims when we determine it is probable that a liability has been incurred and the loss is reasonably 
estimable. We believe we have adequate accruals for all of our legal and environmental matters. We cannot estimate 
the aggregate possible range of loss for our existing litigation and claims for various reasons, including, but not limited 
to, many proceedings being in preliminary stages, with various motions either yet to be submitted or pending, 
discovery yet to occur and/or significant factual matters unresolved. In addition, most cases seek an indeterminate 
amount of damages and many involve multiple parties. Predicting the outcomes of settlement discussions or judicial 
or arbitral decisions is thus inherently difficult and future developments could cause these actions or claims, 
individually or in aggregate, to have a material adverse effect on the Company’s financial condition, results of 
operations, or cash flows of a particular reporting period. 


Certain of the Company’s present and former directors have been named in two putative stockholder derivative 
complaints arising out of the cybersecurity incidents that affected certain of our franchisees in 2015 and 2016. The 
first case, brought by James Graham in the U.S. District Court for the Southern District of Ohio (the “Graham 
Case”), asserts claims of breach of fiduciary duty, waste of corporate assets, unjust enrichment and gross 
mismanagement, and additionally names one non-director executive officer of the Company. The second case, 
brought by Thomas Caracci in the U.S. District Court for the Southern District of Ohio (the “Caracci Case”), asserts 
claims of breach of fiduciary duty and violations of Section 14(a) and Rule 14a-9 of the Securities Exchange Act of 
1934. Collectively, the plaintiffs seek a judgment on behalf of the Company for all damages incurred or that will be 
incurred as a result of the alleged wrongful acts or omissions, a judgment ordering disgorgement of all profits, 
benefits, and other compensation obtained by the named individual defendants, a judgment directing the Company 
to reform its governance and internal procedures, attorneys’ fees and other costs. The Graham Case and the Caracci 
Case were consolidated and on December 21, 2018, the court issued an order naming Graham and his counsel as lead 
in the case. On January 31, 2019, Graham filed a consolidated verified stockholder derivative complaint with the 
court. On January 24, 2020, the court issued an order granting preliminary approval of the settlement, which consists 
of certain corporate governance undertakings and the payment of plaintiffs’ attorneys’ fees and expenses up to $950 
(covered by applicable insurance). On September 15, 2021, the court issued an order granting final approval of the 
settlement, with the final judgment entered on September 24, 2021. On October 20, 2021, Thomas Caracci filed a 
Notice of Appeal. 


(24) Advertising Costs and Funds 


We maintain U.S. and Canadian national advertising funds established to collect and administer funds 
contributed for use in advertising and promotional programs. Contributions to the Advertising Funds are required 
from both Company-operated and. franchised restaurants and are based on a percentage of restaurant sales. In 
addition to the contributions to the Advertising Funds, Company-operated and franchised restaurants make 
additional contributions to other local and regional advertising programs. 
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Restricted assets and related liabilities of the Advertising Funds at January 2, 2022 and January 3, 2021 are as 
follows: 














Year End 
January 2, January 3, 
es 203" 
Cash and cash equivalents ....... 0.0. eects $ 89,993  $ 77,279 
Accounts receivable, net 2.0.0... ccc ect e eee eee n eens 65,497 63,252 
OCH CTASSEES: oe eee eine acide ected hdeee Sve dies Sedan nd Getic neva ee eee 4,328 1,775 
Advertising funds restricted assets . 6... eee eee eee $159,818 $142,306 
Accounts payable’ sascacchadiiens coe tupredagse Di seeiege beeeered $136,043 $123,064 
Accrued expenses and other current liabilities .............. 0.0 00000000048 21,858 17,447 
Advertising funds restricted liabilities... 0.0.00... eee eee $157,901 $140,511 








Advertising expenses included in “Cost of sales” totaled $31,617, $29,671 and $29,954 in 2021, 2020 and 
2019, respectively. 


(25) Geographic Information 


The table below presents revenues and properties information by geographic area: 





US. International Total 

2021 

REVENUES. Soe dicas iteucnts Fed-ndedde ied dr aettien deere dade deaeeecaed $1,771,997 $125,001 $1,896,998 
PLOPettles iaiiyia ve nga Ree een dha sere hbase ME aia wales 856,841 50,026 906,867 
2020 

REVenules: chidb odor dete bbe de 6 aae ade Pel ea ade ane $1,635,696 $ 98,129 $1,733,825 
PHOPCKUleS oss 6 o-acb-s Bs ateote dew kee dda Sepce deat ean a Ee 879,806 36,083 915,889 
2019 

REVENMES! ish jad oactcreelet aaieiendra evoies aoke done Saree de $1,606,619 $102,383 $1,709,002 
Properties c:i5 eiiod hikes hia eee ew bd bb bes 941,607 35,393 977,000 


(26) Segment Information 


The Company is comprised of the following segments: (1) Wendy’s U.S., (2) Wendy’s International and 
(3) Global Real Estate & Development. Wendy’s U.S. includes the operation and franchising of Wendy’s restaurants 
in the U.S. and derives its revenues from sales at Company-operated restaurants and royalties, fees and advertising 
fund collections from franchised restaurants. Wendy’s International includes the operation and franchising of 
Wendy’s restaurants in countries and territories other than the U.S. and derives its revenues from sales at Company- 
operated restaurants and royalties, fees and advertising fund collections from franchised restaurants. Global Real 
Estate & Development includes real estate activity for owned sites and sites leased from third parties, which are leased 
and/or subleased to franchisees, and also includes our share of the income of our TimWen real estate joint venture. In 
addition, Global Real Estate & Development earns fees from facilitating Franchise Flips and providing other 
development-related services to franchisees. The Company measures segment profit using segment adjusted earnings 
before interest, taxes, depreciation and amortization (“EBITDA”). Segment adjusted EBITDA excludes certain 
unallocated general and administrative expenses and other items that vary from period to period without correlation 
to the Company’s core operating performance. When the Company’s chief operating decision maker reviews balance 
sheet information, it is at a consolidated level. The accounting policies of the Company’s segments are the same as 
those described in Note 1. 
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(a) 


(b) 


Revenues by segment are as follows: 


Year Ended 
2021 2020 2019 
Weridy’s U.S s,s: a. wacsos vilettsy slaves suasapduacgcdnale andes dah gedaan $1,567,496 $1,431,382 $1,404,307 
Wendy’s International .......... 0.0 e eee eee eee 86,369 65,642 68,198 
Global Real Estate & Development ................0.. 243,133 236,801 236,497 








Total revenues 


atacgues Ah blends gidttig A dean Sodan Speke es $1,896,998 $1,733,825 $1,709,002 














The following table reconciles profit by segment to the Company’s consolidated income before income taxes: 








Year Ended 
2021 2020 2019 

Wendy's.U.S. (a) cccuoutiies atte ttns taeda dele tat ee $ 450,117 $393,314 $ 369,193 
Wendy’s International ....... 0.0... cece eee eee 27,386 20,119 20,246 
Global Real Estate & Development ................0.0005 106,113 100,731 107,116 

Total sepitient promt ct.aciswsitoagiels ddd eee as ee 583,616 514,164 496,555 
Unallocated franchise support and other costs .............. (753) — — 
Advertising funds surplus ........ 00... 2,770 2,904 1,337 
Unallocated general and administrative (b) .............0., (116,273) (94,256) (81,230) 
Depreciation and amortization. ... 0.0.00... cece eee eee (125,540) (132,775) (131,693) 
System optimization gains, net....... 2.0... eee eee eee 33,545 3,148 1,283 
Reorganization and realignment costs ........... 00s eee (8,548) (16,030) (16,965) 
Impairment of long-lived assets... 0... 0... ee eee (2,251) (8,037) (6,999) 
Unallocated other operating income, net .............2.005 394 190 291 
Interest expense, Det vie vsdarccadan coed saa eeu ahd sen ae ie (109,185) (117,737) (115,971) 
Loss on early extinguishment of debt ..................005 (17,917) — (8,496) 
Investment income (loss), net 2... 0... eee eee 39 (225) 25,598 
Other income, net ..... 0. ccc ete eens 681 1,449 7,771 

Income before income taxes ....... 0. cece eee eee $ 240,578 $152,795 $171,481 








Includes advertising funds expense of $25,000 and $14,600 for 2021 and 2020, respectively, related to the 


Company funding of incremental advertising to support the breakfast daypart. 
Includes corporate overhead costs, such as employee compensation and related benefits. 


Net income (loss) of our equity method investments for the Brazil JV and TimWen are included in segment 


profit for the Wendy’s International and Global Real Estate & Development segments, respectively. Net income (loss) 
of equity method investments by segment was as follows: 
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Year Ended 
zm «m020 «09 
Wendy's International <4 42.0590. .aaeg ea bo a ead eae $ — _ $ (417) $(1,022) 
Global Real Estate & Development ............. 0.00. c eee ee eee 11,203 6,513 9,695 
Total net income of equity method investments ............... $11,203 $6,096 $ 8,673 








Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. 


Not applicable. 


Item 9A. Controls and Procedures. 
Evaluation of Disclosure Controls and Procedures 


The management of the Company, under the supervision and with the participation of the Chief Executive 
Officer and Chief Financial Officer, evaluated the effectiveness of the design and operation of its disclosure controls 
and procedures (as defined in Rules 13a-15(e) or 15d-15(e) under the Securities Exchange Act of 1934, as amended 
(the “Exchange Act”)), as of January 2, 2022. Based on such evaluations, the Chief Executive Officer and Chief 
Financial Officer concluded that as of January 2, 2022, the disclosure controls and procedures of the Company were 
effective at a reasonable assurance level in (1) recording, processing, summarizing and reporting, on a timely basis, 
information required to be disclosed by the Company in the reports that it files or submits under the Exchange Act 
and (2) ensuring that information required to be disclosed by the Company in such reports is accumulated and 
communicated to management, including the Chief Executive Officer and Chief Financial Officer, as appropriate to 
allow timely decisions regarding required disclosure. 


Management’s Report on Internal Control Over Financial Reporting 


The management of the Company is responsible for establishing and maintaining adequate internal control 
over financial reporting (as defined in Rule 13a-15(f) of the Exchange Act). The management of the Company, under 
the supervision and with the participation of the Chief Executive Officer and Chief Financial Officer, carried out an 
assessment of the effectiveness of its internal control over financial reporting for the Company as of January 2, 2022. 
The assessment was performed using the criteria for effective internal control reflected in the Internal Control— 
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission 
(COSO). 


Based on the assessment of the system of internal control for the Company, the management of the Company 
believes that as of January 2, 2022, internal control over financial reporting of the Company was effective. 


Our independent registered public accounting firm, Deloitte & Touche LLP, has issued an attestation report 
dated March 1, 2022 on the Company’s internal control over financial reporting. 


Changes in Internal Control Over Financial Reporting 


There were no changes in the internal control over financial reporting of the Company during the fourth 
quarter of 2021 that materially affected, or are reasonably likely to materially affect, its internal control over financial 
reporting. 


Inherent Limitations on Effectiveness of Controls 


There are inherent limitations in the effectiveness of any control system, including the potential for human 
error and the possible circumvention or overriding of controls and procedures. Additionally, judgments in decision- 
making can be faulty and breakdowns can occur because of a simple error or mistake. An effective control system can 
provide only reasonable, not absolute, assurance that the control objectives of the system are adequately met. 
Accordingly, the management of the Company, including its Chief Executive Officer and Chief Financial Officer, 
does not expect that the control system can prevent or detect all error or fraud. Finally, projections of any evaluation 
or assessment of effectiveness of a control system to future periods are subject to the risks that, over time, controls may 
become inadequate because of changes in an entity’s operating environment or deterioration in the degree of 
compliance with policies or procedures. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
To the Board of Directors and Stockholders of The Wendy’s Company 


Opinion on Internal Control over Financial Reporting 


We have audited the internal control over financial reporting of The Wendy’s Company and subsidiaries (the 
“Company”) as of January 2, 2022, based on criteria established in Internal Control—Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). In our 
opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of 
January 2, 2022, based on criteria established in Internal Control—Integrated Framework (2013) issued by COSO. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States) (PCAOB), the consolidated financial statements as of and for the year ended January 2, 2022, of the 
Company and our report dated March 1, 2022, expressed an unqualified opinion on those financial statements. 


Basis for Opinion 


The Company’s management is responsible for maintaining effective internal control over financial reporting 
and for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying 
Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on 
the Company’s internal control over financial reporting based on our audit. We are a public accounting firm 
registered with the PCAOB and are required to be independent with respect to the Company in accordance with the 
USS. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and 


the PCAOB. 


We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting 
was maintained in all material respects. Our audit included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating 
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. 


Definition and Limitations of Internal Control over Financial Reporting 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with 
generally accepted accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that 
could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls 
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
March 1, 2022 
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Item 9B. Other Information. 


None. 


Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections. 
Not applicable. 


PART III 
Items 10, 11, 12, 13 and 14. 


The information required by Items 10 (Directors, Executive Officer and Corporate Governance), 11 (Executive 
Compensation), 12 (Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters), 13 (Certain Relationships and Related Transactions, and Director Independence) and 14 (Principal 
Accountant Fees and Services) will be furnished on or prior to May 2, 2022 (and is hereby incorporated by reference) 
by an amendment hereto or pursuant to a definitive proxy statement involving the election of directors pursuant to 
Regulation 14A that will contain such information. Notwithstanding the foregoing, information appearing in the 
sections “Compensation Committee Report” and “Audit Committee Report” shall not be deemed to be incorporated 
by reference in this Form 10-K. 


PART IV 


Item 15. Exhibits and Financial Statement Schedules. 
(a) 1. Financial Statements: 
See Index to Financial Statements (Item 8). 
2. Financial Statement Schedules: 


All schedules have been omitted since they are either not applicable or the information is contained elsewhere in 
“Item 8. Financial Statements and Supplementary Data.” 
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3, Exhibits: 


Exhibits that are incorporated by reference to documents filed previously by the Company under the Securities 
Exchange Act of 1934, as amended, are filed with the Securities and Exchange Commission under File 
No. 001-02207, or File No. 001-08116 for documents filed by Wendy’s International, Inc. We will furnish copies of 
any exhibit listed on the Exhibit Index upon written request to the Secretary of The Wendy’s Company at One Dave 
Thomas Boulevard, Dublin, Ohio 43017 for a reasonable fee to cover our expenses in furnishing such exhibits. 





EXHIBIT 

NO. DESCRIPTION 

2.1 Agreement and Plan of Merger, dated as of April 23, 2008, by and among Triarc Companies, Inc., 
Green Merger Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 
2.1 to Triarc’s Current Report on Form 8-K dated April 29, 2008 (SEC file no. 001-02207). 

2.2 Side Letter Agreement, dated August 14, 2008, by and among Triarc Companies, Inc., Green Merger 
Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 2.3 to Triarc’s 
Registration Statement on Form S-4, Amendment No. 3, filed on August 15, 2008 (Reg. no. and SEC 
file no. 333-151336). 

2.3 Purchase and Sale Agreement, dated as of June 13, 2011, by and among Wendy’s/Arby’s Restaurants, 


LLC, ARG Holding Corporation and ARG IH Corporation, incorporated herein by reference to 
Exhibit 2.1 of the Wendy’s/Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on June 13, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


2.4 Closing letter dated as of July 1, 2011 by and among Wendy’s/Arby’s Restaurants, LLC, ARG Holding 
Corporation, ARG IH Corporation, and Roark Capital Partners H, LP, incorporated by reference to 
Exhibit 2.2 of the Wendy’s/Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on July 8, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


3.1 Amended and Restated Certificate of Incorporation of The Wendy’s Company, as filed with the 
Secretary of State of the State of Delaware on May 26, 2016, incorporated herein by reference to Exhibit 
3.1 of The Wendy's Company Current Report on Form 8-K filed on May 27, 2016 (SEC file no. 
001-02207). 


3.2 By-Laws of The Wendy's Company (as amended and restated through November 4, 2021), 
incorporated herein by reference to Exhibit 3.1 of The Wendy’s Company Current Report on Form 8-K 
filed on November 8, 2021 (SEC file no. 001-02207). 


4.1 Base Indenture, dated as of June 1, 2015, by and between Wendy’s Funding, LLC, as Master Issuer, and 
Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein by reference to Exhibit 4.1 
of The Wendy's Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 
001-02207). 


4.2 Series 2018-1 Supplement to Base Indenture, dated as of January 17, 2018, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2018-1 fixed rate senior secured notes, Class A-2, and 
Series 2018-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and Series 
2018-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.1 of The Wendy’s 
Company Current Report on Form 8-K filed on January 17, 2018 (SEC file no. 001-02207). 


4.3 Series 2019-1 Supplement to Base Indenture, dated as of June 26, 2019, by and between Wendy's 
Funding, LLC, as Master Issuer of the Series 2019-1 fixed rate senior secured notes, Class A-2, and 
Series 2019-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and 
Series 2019-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.1 of The Wendy’s 
Company Current Report on Form 8-K filed on June 26, 2019 (SEC file no. 001-02207). 


4.4 Series 2020-1 Supplement to Base Indenture, dated as of June 17, 2020, by and between Wendy's 
Funding, LLC, as Master Issuer of the Series 2020-1 variable funding senior notes, Class A-1, and 
Citibank, N.A., as Trustee and Series 2020-1 Securities Intermediary, incorporated herein by reference 
to Exhibit 4.1 of The Wendy’s Company Current Report on Form 8-K filed on June 18, 2020 (SEC 
file no. 001-02207). 
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4.6 


4.7 


4.8 


4.9 


4.10 


4.12 


10.3 


10.4 


10.5 


DESCRIPTION 


Series 2021-1 Supplement to Base Indenture, dated as of June 22, 2021, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2021-1 fixed rate senior secured notes, Class A-2, and 
Series 2021-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and Series 
2021-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.1 of The Wendy’s 
Company Current Report on Form 8-K filed on June 23, 2021 (SEC file no. 001-02207). 


First Supplement, dated as of February 10, 2017, to the Base Indenture, dated as of June 1, 2015, by 
and. between Wendy’s Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities 
Intermediary, incorporated herein by reference to Exhibit 4.3 of The Wendy’s Company Form 10-K for 
the fiscal year ended January 1, 2017 (SEC file no. 001-02207). 


Second Supplement to Base Indenture, dated as of January 17, 2018, by and between Wendy's 
Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary, 
incorporated herein by reference to Exhibit 4.2 of The Wendy’s Company Current Report on Form 8-K 
filed on January 17, 2018 (SEC file no. 001-02207). 


Third Supplement to Base Indenture, dated as of February 4, 2019, by and between Wendy’s Funding, 
LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein 
by reference to Exhibit 4.6 of The Wendy’s Company Form 10-K for the fiscal year ended 
December 30, 2018 (SEC file no. 001-02207). 


Fourth Supplement to the Base Indenture, dated as of June 26, 2019, by and between Wendy's 
Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 4.2 of The Wendy’s Company Current Report on Form 8-K filed on June 26, 2019 (SEC file 
no. 001-02207). 


Fifth Supplement to the Base Indenture, dated as of June 17, 2020, by and between Wendy’s Funding, 
LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein 
by reference to Exhibit 4.2 of The Wendy’s Company Current Report on Form 8-K filed on June 18, 
2020 (SEC file no. 001-02207). 


Sixth Supplement to the Base Indenture, dated as of January 3, 2021, by and between Wendy’s 
Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary, 
incorporated herein by reference to Exhibit 4.11 of The Wendy's Company Form 10-K for the fiscal 
year ended January 3, 2021 (SEC file no. 001-02207). 


Seventh Supplement to the Base Indenture, dated as of June 22, 2021, by and between Wendy's 
Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary, 
incorporated herein by reference to Exhibit 4.2 of The Wendy’s Company Current Report on Form 8-K 
filed on June 23, 2021 (SEC file no. 001-02207). 


Description of Securities of the Registrant.* 


Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Annex A 
of the Wendy’s/Arby’s Group, Inc. Definitive 2010 Proxy Statement (SEC file no. 001-02207).** 


First Amendment to Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.2 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Second Amendment to The Wendy’s Company 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.3 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Award Agreement under the Wendy’s/Arby’s Group, Inc. 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of The Wendy’s Company 
Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207).** 


Form of Nonqualified Stock Option Award Agreement under The Wendy’s Company 2010 Omnibus 
Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for 
the quarter ended October 1, 2017 (SEC file no. 001-02207).** 
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10.7 


10.9 


10.10 


10.11 


10.12 


10.13 


10.14 


10.15 


10.16 


10.17 


10.18 


10.19 


10.20 
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DESCRIPTION 


Form of Long Term Performance Unit Award Agreement for 2019 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended March 31, 2019 (SEC file no. 001-02207).** 


Form of Long-Term Performance Unit Award Agreement for 2020 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended March 29, 2020 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement under The Wendy’s Company 2010 Omnibus Award 
Plan, incorporated herein by reference to Exhibit 10.9 of The Wendy’s Company Form 10-K for the 
fiscal year ended December 29, 2019 (SEC file no. 001-02207).** 


The Wendy’s Company 2020 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 
of The Wendy’s Company Current Report on Form 8-K filed on May 28, 2020 (SEC file no. 
001-02207).** 


Form of Nonqualified Stock Option Award Agreement under The Wendy’s Company 2020 Omnibus 
Award Plan, incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Current 
Report on Form 8-K filed on May 28, 2020 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement under The Wendy’s Company 2020 Omnibus Award 
Plan (Cliff Vesting), incorporated herein by reference to Exhibit 10.3 of The Wendy's Company 
Current Report on Form 8-K filed on May 28, 2020 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement under The Wendy’s 2020 Omnibus Award Plan 
(Ratable Vesting), incorporated herein by reference to Exhibit 10.4 of The Wendy’s Company Current 
Report on Form 8-K filed on May 28, 2020 (SEC file no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement under The Wendy's Company 
2020 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.5 of The Wendy’s 
Company Current Report on Form 8-K filed on May 28, 2020 (SEC file no. 001-02207).** 


Form of Long-Term Performance Unit Award Agreement for 2021 under The Wendy’s Company 2020 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended April 4, 2021 (SEC file no. 001-02207).** 


Wendy’s International, LLC Executive Severance Pay Policy, effective as of December 14, 2015, 
incorporated herein by reference to Exhibit 10.41 to The Wendy’s Company Form 10-K for the fiscal 
year ended January 3, 2016 (SEC file no. 001-02207).** 


Wendy’s International, LLC Deferred Compensation Plan, effective as of January 1, 2017, incorporated 
herein by reference to Exhibit 10.34 to The Wendy’s Company Form 10-K for the fiscal year ended 
January 1, 2017 (SEC file no. 001-02207).** 


Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, effective as of May 28, 
2009, incorporated herein by reference to Exhibit 10.6 to Wendy’s/Arby’s Group’s Form 10-Q for the 
quarter ended June 28, 2009 (SEC file no. 001-02207).** 


Amendment No. 1 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
effective as of May 27, 2010, incorporated herein by reference to Exhibit 10.9 to Wendy’s/Arby’s 
Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Amendment No. 2 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
incorporated herein by reference to Exhibit 10.6 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Amendment No. 3 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
incorporated herein by reference to Exhibit 10.7 to The Wendy’s Company Form 10-Q for the quarter 
ended June 28, 2020 (SEC file no. 001-02207).** 





10.22 


10.23 


10.24 


10.25 


10.26 


10.27 


10.28 


10.29 


10.30 


DESCRIPTION 


2018-1 Class A-2 Note Purchase Agreement, dated as of December 6, 2017, by and among The 
Wendy’s Company, the subsidiaries of The Wendy's Company party thereto and Guggenheim 
Securities, LLC and Citigroup Global Markets Inc., each acting on behalf of itself and as the 
representatives of the initial purchasers, incorporated herein by reference by Exhibit 10.1 of The 
Wendy’s Company Current Report on Form 8-K filed on December 6, 2017 (SEC file no. 001-02207). 


2019-1 Class A-2 Note Purchase Agreement, dated as of June 13, 2019, by and among The Wendy’s 
Company, the subsidiaries of The Wendy’s Company party thereto and Guggenheim Securities, LLC 
and Citigroup Global Markets Inc., each acting on behalf of itself and as the representatives of the initial 
purchasers, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report 
on Form 8-K filed on June 13, 2019 (SEC file no. 001-02207). 


2021-1 Class A-2 Note Purchase Agreement, dated as of June 15, 2021, by and among The Wendy’s 
Company, the subsidiaries of The Wendy’s Company party thereto and Guggenheim Securities, LLC 
and Jefferies LLC, each acting on behalf of itself and as the representatives of the initial purchasers, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 
8-K filed on June 16, 2021 (SEC file no. 001-02207). 


Class A-1 Note Purchase Agreement, dated as of June 22, 2021, by and among Wendy’s Funding, LLC, 
as Master Issuer, each of Quality Is Our Recipe, LLC, Wendy’s Properties, LLC and Wendy’s SPV 
Guarantor, LLC, as Guarantors, Wendy’s International, LLC, as Manager, the conduit investors party 
thereto, the financial institutions party thereto, certain funding agents, and Codéperatieve Rabobank, 
U.A., New York Branch, as L/C Provider, Swingline Lender and Administrative Agent, incorporated 
herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 8-K filed on 
June 23, 2021 (SEC file no. 001-02207). 


Guarantee and Collateral Agreement, dated as of June 1, 2015, by and among Quality Is Our Recipe, 
LLC, Wendy’s Properties, LLC, Wendy's SPV Guarantor, LLC, each as a Guarantor, in favor of 
Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.2 to The Wendy’s Company 
Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Management Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, Quality Is 
Our Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV Guarantor, LLC, Wendy’s International, 
LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.3 to 
The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Management Agreement Amendment, dated as of January 17, 2018, by and among Wendy’s Funding, 
LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, Wendy's 
International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 10.2 of The Wendy’s Company Current Report on Form 8-K filed on January 17, 2018 (SEC 
file no. 001-02207). 


Second Amendment to the Management Agreement, dated as of June 26, 2019, by and among Wendy’s 
Funding, LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, Wendy’s 
International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 10.2 of The Wendy’s Company Current Report on Form 8-K filed on June 26, 2019 (SEC file 
no. 001-02207). 


Third Amendment to the Management Agreement, dated as of January 3, 2021, by and among 
Wendy’s Funding, LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, 
Wendy’s International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by 
reference to Exhibit 10.31 of The Wendy’s Company Form 10-K for the fiscal year ended January 3, 
2021 (SEC file no. 001-02207). 


Fourth Amendment to the Management Agreement, dated as of June 22, 2021, by and among Wendy’s 
Funding, LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, Wendy’s 
International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 10.2 of The Wendy’s Company Current Report on Form 8-K filed on June 23, 2021 (SEC file 
no. 001-02207). 
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10.32 


10.33 


10.34 


10.35 


10.36 


10.37 


10.38 


10.39 


10.40 


10.41 


10.42 


10.43 


10.44 


120 


DESCRIPTION 


Assignment of Rights Agreement between Wendy’s International, Inc. and Mr. R. David Thomas, 
incorporated herein by reference to Exhibit 10(c) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2000 (SEC file no. 001-08116). 


Form of Guaranty Agreement dated as of March 23, 1999 among National Propane Corporation, 
Triarc Companies, Inc. and Nelson Peltz and Peter W. May, incorporated herein by reference to Exhibit 
10.30 to Triarc’s Annual Report on Form 10-K for the fiscal year ended January 3, 1999 (SEC file no. 
001-02207). 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Nelson Peltz, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Nelson Peltz., 
incorporated herein by reference to Exhibit 10.2 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Registration Rights Agreement dated as of April 23, 1993, between DWG Corporation and DWG 
Acquisition Group, L.P., incorporated herein by reference to Exhibit 10.36 to Wendy’s/Arby’s Group’s 
Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file no. 001-02207). 


Agreement dated December 1, 2011 by and between The Wendy’s Company and Trian Partners, L.P., 
Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners GP, L.P., Trian 
Fund Management, L.P., the general partner of which is Trian Fund Management GP, LLC, Nelson 
Peltz, Peter W. May and Edward P. Garden, who, together with Nelson Peltz and Peter W. May, are 
the controlling members of Trian GP, Trian Partners Strategic Investment Fund, L.P. and Trian 
Partners Strategic Investment Fund-A, L.P., incorporated herein by reference to Exhibit 10.1 to The 
Wendy’s Company Current Report on Form 8-K filed on December 2, 2011 (SEC file no. 001-02207). 


Employment Letter between The Wendy’s Company and Todd Penegor dated as of May 8, 2013, 
incorporated herein by reference to Exhibit 10.9 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Liliana Esposito dated as of May 8, 2014, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended June 29, 2014 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Kurt Kane dated as of March 27, 2015, 
incorporated herein by reference to Exhibit 10.8 of The Wendy’s Company Form 10-Q for the quarter 
ended June 28, 2015 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Gunther Plosch dated as of April 7, 2016, 
incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Form 10-Q for the quarter 
ended April 3, 2016 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and E. J. Wunsch dated as of September 6, 2016, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended October 2, 2016 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and J. Kevin Vasconi dated as of September 28, 
2020, incorporated herein by reference to Exhibit 10.45 of The Wendy’s Company Form 10-K for the 
fiscal year ended January 3, 2021 (SEC file no. 001-02207).** 





10.46 


10.47 


10.48 


10.49 


10.50 


10.51 


10.52 


32.1 
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DESCRIPTION 


Non-Compete and Confidentiality Agreement between The Wendy's Company and Abigail Pringle 
dated as of October 27, 2020, incorporated herein by reference to Exhibit 10.1 to The Wendy’s 
Company Form 10-Q for the quarter ended September 27, 2020 (SEC file no. 001-02207).** 


Non-Compete and Confidentiality Agreement between The Wendy’s Company and M. Coley O’Brien 
dated as of October 27, 2020, incorporated herein by reference to Exhibit 10.2 to The Wendy's 
Company Form 10-Q for the quarter ended September 27, 2020 (SEC file no. 001-02207).** 


Non-Compete and Confidentiality Agreement between The Wendy’s Company and Leigh Burnside 
dated as of October 27, 2020, incorporated herein by reference to Exhibit 10.3 to The Wendy’s 
Company Form 10-Q for the quarter ended September 27, 2020 (SEC file no. 001-02207).** 


Form of Indemnification Agreement for officers and employees of Wendy’s International, Inc. and its 
subsidiaries, incorporated herein by reference to Exhibit 10 of the Wendy’s International, Inc. Current 
Report on Form 8-K filed on July 12, 2005 (SEC file no. 001-08116).** 


Form of First Amendment to Indemnification Agreement between Wendy’s International, Inc. and its 
directors and certain officers and employees, incorporated herein by reference to Exhibit 10(b) of the 
Wendy’s International, Inc. Form 10-Q for the quarter ended June 29, 2008 (SEC file no. 
001-08116).** 


Form of Indemnification Agreement between Arby’s Restaurant Group, Inc. and certain directors, 
officers and employees thereof, incorporated herein by reference to Exhibit 10.40 to Triarc’s Annual 
Report on Form 10-K for the fiscal year ended December 30, 2007 (SEC file no. 001-02207).** 


Form of Indemnification Agreement, between Wendy’s/Arby’s Group, Inc. and certain officers, 
directors, and employees thereof, incorporated herein by reference to Exhibit 10.47 to Wendy’s/Arby’s 
Group’s Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file no. 
001-02207).** 


Form of Indemnification Agreement of The Wendy’s Company, incorporated herein by reference to 
Exhibit 10.5 of The Wendy's Company and Wendy’s Restaurants, LLC Form 10-Q for the quarter 
ended October 2, 2011 (SEC file nos. 001-02207 and 333-161613, respectively).** 


Subsidiaries of the Registrant.* 
Consent of Deloitte & Touche LLP.* 


Certification of the Chief Executive Officer of The Wendy’s Company, pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 


Certification of the Chief Financial Officer of The Wendy’s Company, pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 


Certifications of the Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.* 


The following financial information from The Wendy’s Company’s Annual Report on Form 10-K for 
the year ended January 2, 2022 formatted in Inline eXtensible Business Reporting Language: (i) the 
Consolidated Balance Sheets, (ii) the Consolidated Statements of Operations, (iii) the Consolidated 
Statements of Comprehensive Income, (iv) the Consolidated Statements of Stockholders’ Equity, (v) the 
Consolidated Statements of Cash Flows, and (vi) Notes to Consolidated Financial Statements. 


The cover page from The Wendy’s Company’s Annual Report on Form 10-K for the year ended 
January 2, 2022, formatted in Inline XBRL and contained in Exhibit 101. 


* Filed herewith. 


OK 


Identifies a management contract or compensatory plan or arrangement. 
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Instruments defining the rights of holders of certain issues of long-term debt of the Company and its consolidated 
subsidiaries have not been filed as exhibits to this Form 10-K because the authorized principal amount of any one of 
such issues does not exceed 10% of the total assets of the Company and its subsidiaries on a consolidated basis. The 
Company agrees to furnish a copy of each of such instruments to the Commission upon request. 


Item 16. Form 10-K Summary. 


None. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) the Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


THE WENDY’S COMPANY 
(Registrant) 


March 1, 2022 By: /s}_ TODD A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 





Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below on 
March 1, 2022 by the following persons on behalf of the registrant and in the capacities indicated. 














Signature Titles 
/s/ TODD A. PENEGOR President, Chief Executive Officer and Director 
(Todd A. Penegor) (Principal Executive Officer) 
/s/ GUNTHER PLOSCH Chief Financial Officer 
(Gunther Plosch) (Principal Financial Officer) 
/s/ LEIGH A. BURNSIDE Senior Vice President, Finance and 
(Leigh A. Burnside) Chief Accounting Officer 
(Principal Accounting Officer) 
/s/ NELSON PELTZ Chairman and Director 
(Nelson Peltz) 
/s/ PETER W. MAY Senior Vice Chairman and Director 





(Peter W. May) 


/s/ MATTHEW H. PELTZ Vice Chairman and Director 
(Matthew H. Peltz) 





/s/ KRISTIN A. DOLAN Director 
(Kristin A. Dolan) 





/s/ KENNETH W. GILBERT Director 
(Kenneth W. Gilbert) 





/s/ RICHARD H. GOMEZ Director 
(Richard H. Gomez) 


/s/ DENNIS M. KASS Director 
(Dennis M. Kass) 





/s/ JOSEPH A. LEVATO Director 
(Joseph A. Levato) 





/s/ MICHELLE J. MATHEWS-SPRADLIN Director 
(Michelle J. Mathews-Spradlin) 





/s/ PETER H. ROTHSCHILD Director 
(Peter H. Rothschild) 





/s/ ARTHUR B. WINKLEBLACK Director 
(Arthur B. Winkleblack) 
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THE WENDY’S COMPANY 
LIST OF SUBSIDIARIES AS OF 
January 2, 2022 


SUBSIDIARY 
256 Gift Card Inc. 


Adams Packing Association, Inc. 

Citrus Acquisition Corporation 

Oldemark LLC 

Quality Is Our Recipe, LLC 

SEPSCO, LLC 

The Wendy’s National Advertising Program, Inc. 
TIMWEN Partnership (1) 

TXL Corp. 

Wendy Restaurant, Inc. 

Wendy’s Brazil Holdings Partner, LLC 
Wendy’s Canadian Advertising Program Inc. 
Wendy’s Digital, LLC 

Wendy’s Funding, LLC 

Wendy’s Global Financing LP 

Wendy’s Global Financing Partner, LLC 
Wendy’s Global Holdings C.V. 

Wendy’s Global Holdings Partner, LLC 
Wendy’s International Finance, Inc. 
Wendy’s International, LLC 

Wendy’s Netherlands B.V. 

Wendy’s Netherlands Holdings B.V. 
Wendy’s Old Fashioned Hamburgers of New York, LLC 
Wendy’s Properties, LLC 

Wendy’s Restaurants of Canada Inc. 
Wendy’s Restaurants of New York, LLC 
Wendy’s Restaurants of U.K. Limited 
Wendy’s Restaurants, LLC 

Wendy’s Singapore Pte. Ltd. 

Wendy’s SPV Guarantor, LLC 

Wendy’s Technology, LLC 


(1) 50% owned by Wendy’s Restaurants of Canada Inc. 


EXHIBIT 21.1 


STATE OR JURISDICTION 
UNDER WHICH ORGANIZED 


Tennessee 
Delaware 
Florida 
Delaware 
Delaware 
Delaware 
Ohio 


Ontario 


South Carolina 


Delaware 
Delaware 
Canada 
Delaware 
Delaware 
Ontario 
Delaware 
Netherlands 
Delaware 
Ohio 
Ohio 
Netherlands 
Netherlands 
Ohio 
Delaware 
Ontario 
Delaware 


England and Wales 


Delaware 
Singapore 
Delaware 
Delaware 


EXHIBIT 23.1 


CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


We consent to the incorporation by reference in Registration Statement No. 333-167170 on Form S-8 and 
Registration Statement No. 333-261843 on Form S-3 of our reports dated March 1, 2022, relating to the financial 
statements of The Wendy's Company and the effectiveness of The Wendy's Company’s internal control over 
financial reporting appearing in this Annual Report on Form 10-K of The Wendy’s Company for the year ended 
January 2, 2022. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
March 1, 2022 


EXHIBIT 31.1 


CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER OF THE WENDY’S COMPANY, PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 


I, Todd A. Penegor, certify that: 


1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: March 1, 2022 


/s/_ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 





EXHIBIT 31.2 


CERTIFICATION OF THE CHIEF FINANCIAL OFFICER OF THE WENDY’S COMPANY, PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 


I, Gunther Plosch, certify that: 


1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 


significant role in the registrant’s internal control over financial reporting. 


Date: March 1, 2022 


/s/ GUNTHER PLOSCH 


Gunther Plosch 
Chief Financial Officer 





EXHIBIT 32.1 


CERTIFICATIONS OF THE CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER 
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


Pursuant to Section 1350 of Chapter 63 of Title 18 of the United States Code, as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002, each of the undersigned officers of The Wendy’s Company, a 
Delaware corporation (the “Company”), does hereby certify, to the best of such officer’s knowledge, that in 
connection with the Annual Report on Form 10-K of the Company for the fiscal year ended January 2, 2022 (the 
“Form 10-K”): 


1. the Form 10-K fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934; and 


2. the information contained in the Form 10-K fairly presents, in all material respects, the financial 
condition and results of operations of the Company. 


Date: March 1, 2022 


/s/ TODD A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 





Date: March 1, 2022 


/s/ GUNTHER PLOSCH 


Gunther Plosch 
Chief Financial Officer 
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STOCK PERFORMANCE 


The following performance graph shows The Wendy's Company's cumulative total stockholder return on its Common Stock relative to 
the returns of the S&6P MidCap 400° Index and a customized peer group, whose individual companies are listed in footnote 1 below. The 
measurement points in the graph are the last trading days of our 2016, 2017, 2018, 2019, 2020, and 2021 fiscal years. The returns set forth 
below assume an initial investment of $100 and reinvestment of all dividends when received. 


COMPARISON of 5-YEAR CUMULATIVE TOTAL RETURN* 


(The Wendy’s Company vs. the S&P MidCap 400 Index and the Peer Group) 


$280 
$250 
$220 
$190 
$160 
$130 
$100 


$70 


12/30/16 12/29/17 12/28/18 12/27/19 12/31/20 12/31/21 


———= The Wendy's Company $100.00 $123.75 $120.19 $174.07 $174.66 $193.86 
=== S&P MidCap 400 $100.00 $116.24 $102.31 $130.36 $148.26 $184.97 


=== Peer Group $100.00 $127.38 $137.69 $172.50 $211.08 $262.02 


(1) The 13 companies included in the Company’s peer group are: Brinker International, Inc., Chipotle Mexican Grill, Inc., Darden Restaurants, Inc., Dine Brands Global, Inc., 
Domino's Pizza, Inc., Jack in the Box Inc., McDonald’s Corporation, Papa John’s International, Inc., Red Robin Gourmet Burgers, Inc., Restaurant Brands International Inc., 
Starbucks Corporation, The Wendy’s Company and Yum! Brands, Inc. 


*This performance graph does not constitute soliciting material and should not be deemed filed or incorporated by reference into any filing by The Wendy’s Company under 
the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent The Wendy’s Company specifically incorporates this 
performance graph by reference into such other filing. 


Source: Nasdaq 


THE WENDY’S COMPANY 





